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AUTHOR’S NOTE 

This book atteropti to &ve some background to the related 
topics of the Marshall Plan and of Western Union, and if the trcat- 
mmt of the t^vo vital subjects seems at times hurried, sketchy and 
incomplete, this small excuse can perhaps be made. It was not 
certain until The opening of the debates on the Marshall Plan in 
the American Senate vihethcr such a Plan had a real chance of 
coming into being. The writing of the book could not therefore 
begin much before January 20tb. Oo the other hand, a book on 
the Marshall Plan and on Western Union should, if possible, 
appear in 1948. Yet under present conditions of book production, 
no book delivered after March 15th has much chance of seeing 
the light tlus year. These two dates left little over sU weeks for 
the whole venture, which must therefore be presented strictly for 
what it is — a hasty attempt made without any research or detailed 
study to present a few of the major issues. 


B.W. 
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INTRODUCTION: 
THE DOLLAR CRISIS 


No corner of the world — except perhaps ancient Greece— has 
contributed as much as Western Europe to the development and 
enrichment of mankind. There is quite simply no sphere of life 
to-day that does not owe its origins and its impetus to the coun- 
tries which together with Western Germany formed the first 
Committee of Sixteen to consider the Marshall Plan. Catholic 
Christianity flowered in Western Europe, Protestantism has its 
roots there. D^pcratic_society and parliamentary, government 
®v^ed in. the West. The in dustrial re yolutiou began in Britain. 
Tlie colossal forces of modern science began modestlyln the 
studies and workshops of Western Europe and its most shattering 
discovery — ^the release of at omic energy — ^was in the first place 
the work of European scientists — ^Lord Rutberfc ^and the Cuyries. 

German .philosophy, 

Fr ench politics and British economics and Fascism was Europe’s 
dis astrou s reaction to it. Some of the greatest works of art in the 
history of ail civilizations were created in the West, and what 
superlatives should one use to describe the vitality of a society 
which witliin a few hundred years produced D^nte_Shakespeare, 
St. Fran .cj.s..Qf Assisi and St . Te resa of Ayila, Leonardo da Vinci 
an^MichaeL Angelo, the music_of_Bach_and_B.eetlmv^, the 
masterpieces of Gothic, and Baroque architecture? Nor was all 
this vitality confined to the limits of the Continent. From the 
fifteenth to the twentieth century, new societies, European in 
origin and structure, were created overseas — ^in North and South 
America, in the Dominions — and in the nineteenth century, the 
prodigious commercial activity of Britain laid the foundations for 
the first coherent worldwide economic system in the history of man . ' 

Yet-to-day , th is_area pf Western. Europe, jantil quite recently! 
th e intellec tual, foistic and economic^hWpf The jrniyerse, needs \ 
to be Bailout of its em.torassments to thetuge of some A billion 
dollars a year. It has become' one of the world’s distressed areas 
oneTiTits problem children. Of aU the revolutions of our day, this 
change of fortune is the most astonishing and the most fateful, 
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fan,botWcst=mEnro[«sm»at^^‘'^ y,^s. 

doavnfaa in the wcnuelh ^ ^-s present crisis is the 

Hie chief “‘™’’ *>?STroreimtilntWscenlury^^^ 
paralysis that has overtaken Us to ^ ^ sotTcred 

ihc outbreak of the late iva , -^pyjpe by two-thirds dunns 

disastrous fluctuauons-famn f lelaUvely con- 

the Great Depression-but Germany) was tn the 

Slant. Western Europe fincludin„ Wmte fpod and 

main an exporter of mdusum -jaurials were bou^t front 

raw materials. The toodstulls and he "“‘'"“b *Dominlmis, and 
Eastern Europe, from the Far 1^';. . ptlna and Canada 

from parts of North and South Amen S . with 

were specially importaa^ and^ter problem. , 

the United States was toroins a ^eater d Eiia 
to that vast economy had a dollar problem, 

ton it imported and thus to f“'' “ PfCxmertem sources of 
Nevertheless, Western Eutope ^ ^ y jjy industrialired 

supply and did in any case carry on wim to luEWy ^ 

United States tot large always 

one productive, welWeveloped and buyers 

mrihtain with another. The Americans were 
of colonial products such as im and gjl ,„dies 

Eastern dependenaes-BnUsh M*yn and to 
—were effective dollar eatoeis. Under th^ conoiu 
lateral trade worked, more or less, and was pp to 

Western Europe with a standard of life second only to tot or 

^Tth tto pattern that has been shattered by ^s 

last nine years. In the fftst place. West Euiopcjm „( 

crippled by to war. Fiance ffist suffered to s'?" 
the Gennan occupation and then saw some of lU best , i.jtn 
into balUefields. Gr«at Britain worked its raachmes to a stands 
without thought of obsolescence and replacement. - 

time endured four govcrruneois and four ecoimmic V 
simultaneously. Holland was starved and fiood^. 
where material damage was less savage— Belgium and N ? 
—were cut off from their traditional markets and fon^ inio 
the strait-waistcoat of Hitlcfs war economy. In 1945 the p^ 
• Hie predearoait is welt suioraariied in the Intfodactio a to ep®' 

piodixed by the Commitue of Sixteen in Pans in the autumn ol 
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ductivily of Western Europe was probably less than one-tbird of 
the level prevailing in 1939. bfor was it only a question of the loss 
-of productivity at home. Many of the combatant nations threw 
their accumulated savings into the struggle. Great Britain in par- 
ticular lost most of its great foreign assets and acquired in 
^ addition over £3 biUions of war debts. 

The worst decline in West European productivity occurred, how- 
ever, in the area which had formerly been the Continent’s principal 
power-house — ^the Ruhr. First, the Nazis were partially successful 
in a policy of scorched earth. Then the battle raged across the 
West of Germany. Then the agreement at Potsdam stabilized 
German industry at a low figure — ^left for precise definition later 
— and decreed the removal of a large part of industry as repara- 
tions. In addition, the British and the Americans acquiesced in the 
Russian policy of settling the German frontier on the Oder- 
Neisse line and removing some 9 million Germans permanently 
westward. The new Germany thus lost about one-third of its old 
territory — ^which incidentally included its bread and potato basket 
— and acquired some 9 million new mouths to feed. The point 
here is not to describe the resulting confusion but to underline 
the loss of productivity to Europe as a whole. Coal and steel 
provide the most striking indices. In 1938 the production of coal 
and steel in Western Germany (including the Saar) was at the 
rate of 220 million tons of coal and 17.9 million tons of steel. 
In 1947 the figures were 143 million tons of coal and 3.5 million 
tons of steel. 

With the exception of Western Germany, where production 
remained feeble and disorganized, the West European nations did 
begin in 1946 to climb painfully back to their pre-war levels of 
productivity, but when the end of the ladder appeared in sight 
the weather took a hand. First, the coldest winter in a hundred 
years struck at two of the chief pillars of reviving industrial 
activity — fuel and transport. The summer of 1947 brought a blow 
for the third — ^food. Droughts reduced the French harvest to only 
50 per cent, of the previous year and played havoc with the root 
crop everywhere. It is hardly surprising to find; after such a chain 
of disaster, that one of the chief factors in the present economic 
crisis is quite simply the inability of Western Europe to produce 
enough goods. One of the bases of the old pre-war trading system 
—the general economic vitality of Western Europe— has been 
seriously undermined. 
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The Western countries’ dependent upon other sourws of 
supply has by the same token been very greatljt increased, but 
some of the most important of Aese sources have also gone under 
the harrow of war. 

The war surged over the whole of Eastern Europe and Western 
Russia while the drought of 1946 undid the effects of the first year 
of recovery. Temporarily at least, land reform in the Soviet Zone 
of Germany, in Poland and in Hungary destroyed the old food 
surpluses and the new political orientation of those nations 
towards the Soviet Union leaves a question mark over Jhe future 
direction of their trade. Beiwecn 194S and 1948 at least their sur- 
pluses were small and not necessarily available for their old 
customers. The picture in the Far liist was not much more 
encouraging. The rise and fall of Japan’s Co-prosperity Sphere in 
four brief years disorganized the entire productive system of 
South-East Asia and left behind political troubles so violent that 
in 1948, nearly three years after the Japanese surrender, large 
areas of the Dutch East Indies and French Indo-China were still 
in a state of tvar, while civil war continued the ruin of China. And 
these continued disturbances in the Fat East reduced the avtul- 
ability of Australasian supplies for Europe. Some effort was made 
after the war— for the first lime in history— to see that the masses 
in India and China and South-East Asia did not starN’C and most 
of the Australian grain surplus was allocated to the Far East. 

In this Way the European nations were thrown into almost 
arapletc dependence upon the Western Hemisphere, the area 
with which, even in times of their fullest productivity and pros- 
perity, they never succeeded in balancing their trading accounts 
and with which they had managed to trade only by bringing in all 
the reour^ of worldwide naultibteral trade. Now, with their 
own rapacity to produce drastically reduced and almost all non- 
Amencan sources of supply closed to them, they were fon»d into 
a virtually complete bilateral dependence upon North and South 
Amenca. 

Happily for the world, the wartime experience of the Western 
Hemisphere was on the whole one of expansion and increased 
producuwty. Far distant from the battlefields of the world and 
sttomtM by the unlunited demand created by war the economies 
of Nora and South America expanded and, in the case of the 
United States, the expansion was on a gjgantio scale. Between 
1939 and 1944 the United States’ economy doubled. The national 
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income (the total annual output of goods and services) which was 
runni ng at th e, level jjLsome ,$90 „billiQns-inJL939 had reached 
$180 b Ulions by.the.beginning of 1944 In other words, on top of 
the old American economy which it had taken some eighty years 
to produce, the Americans planted another, almost as big, in the 
space of four years — a fantastic achievement. When war ceased 
and the new factories and the new machines could be switched 
from war to peace, there was inevitably a surplus upon which the jl 
rest of the world could draw. It was not quite such a big surplus * 
as the. figures might suggest, for the rise in production had been 
accompanied by a great rise in purchasing power and in the 
American standard of living. Nevertheless, from 1945 to 1947 vast 
amounts of food, coal and manufactures poured out of the United 
States to the rest of the world and when in 1947 the crisis c^e it 
^' ,-was not primarily a-Xtisis .of-supply^It-was-a. crisis of payment. 

The problem of paying for American supplies in a world in 
which there were virtually no non-American surpluses and in 
which Western Europe’s power to produce and earn had been 
cut to pieces, resolved itself— inevitably — into a problem of finding 
the dollars. 

The problem might have arisen in the war for, during its 
course, the Allies became increasingly dependent upon Americauv^ 
food, American transport and American weapons. But at that 
time Western Europe.was guaranteed afi the dollars it required 
by the ( device .of,_Lend-Lease or_,mutuai aid, which for the first 
time in th^^worid applied the principle of “to each according to 
his n ^'and lfrom each according to his^capacity” to national and 
■ international needs. In the first eighteen months after the war the 
scale of Western Europe’s dependence upon dollars was still 
masked. The dollars made available to Italy and to Central and 
Eastern Europe by the United States contribution (some 2,700 
mfilion) to the United Nations Relief and Rehabilitation 
Administration (UNRRA) entered into the flow of inter-European 
trade. Some Western nations, France and Belgium and Holland, 

• for instance, had reserves of dollars and gold. Belgium foimd in 
addition a profitable doUar-earning export in the shape of uranium 
from the Congo. Finally, Great Britain received, at the beginning 
of 1946, a loan of $3| billions from the United States and with aU 
these new and old reserves of dollars. Western Europe began an 
attempt at reconstruction which by the end of 1946 did not look 
too unpromising. 
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! The economic crisis in Western Europe in 1947 u-as above aU 
a dollar crisis. By the middle of the year it was obvious that the 
stop-gap provision of dollars:— under UNRRA, under the British 
Loan— was proN-ing insuffident. The goods and supplies the world 
most wanted— wheat, meal, coal, stwl, machinery— were only to 
be found in the Western Hemisphere and as the hations bought , 
them eagerly, their dollars drained away. They disappeared all ^e 
more speedily in that the pressure of both domestic and foreign 
demand forced prices in the United States to increase by a third 
in nine monihs. France ran out of dollars in the early summer, 
Italy a little later. Sweden was compelled to reduce its imports, so 
were Denmark and Holland. The crisis even affected some of the 
supplying countries. Australia and New Zealand began to cast 
round for means of rcdudrjg their doUar-imports. Two of the • 
chief subsidiary suppliers in the Western Hemisphere — Canada 
and Argentina— could find the supplies they themselves needed 
only in the United States. And in the summer of 1947 they, too, 
began to experience an acute shortage of dollars. 

But the most dramatic effects of the crisis were felt to Great 
Britain. When the British received the American Loan early in - 
I94ti it was hoped that it would last until the early 1950'«, by 
which rime the British economy would be earning enough dollars 
by normal means of trade. The causes already ouUined— failure of 
the Western European economy to revive fast enough, the cutting 
off of non-American sources of supply — compelled the British 
from the start to spend the Loan more rapidly than they had an- 
ticipated. The desperate winter speeded the process, for the fort- 
night 5 closing down of industry was a serious setback to the drive 
for exports and at one point Great Britain — that island built on 
coal, that former pillar of the world coal trade — ^was actually 
ro^ed to buying ^oal for bunkering from the United States. 

The coup de grace was delivered in the summer. When the 
British Government signed the Loan Agreement one of the con- 
ditions It agreed to was that in two years’ time it would make 
sterling convertible. In other words, it would on demand supply 
dollars ta return for sterling. In July, 1947, the British Treasury 
duly announced that uyonc with sterling could now exchange it 
for dollars. But by this time every nation in Europe had run out 
of dollars and ^h of ihcm began the process of asVing London 
to give them dollars in cadian^ for their holding in sterling. 
There was only one reserve from wHch these dollars could 
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come— -the rcmamder of the British Loan — and in July and 
August, \vithdrawal5 from the Loan rose from 150 million to 300 
million dollars a week. The Treasury faced the prospect of losing 
alt its dollars witliin a few montlis and the decision of July was 
reversed. On August 20tli tlie pound sterling rcv.ertcd to its old 
inconvertible status. Tliis step checked the summer spate but the 
old drain of dollars continued. In March, 1948, Britain drew the 
last of die dollar Loan, but the drain on its reserves of gold and 
hard currencies still continued at the rate of some £40 millions a 
month.* 

It is, of course, important to remember that the dollar crisis 
was only the external sign of the deeper crisis — the breakdown of 
production in Europe, the cutting oiT of East European and Far- 
Eastern supplies and -the consequent dependence of Western 
Europe upon the economy of the Western Hemisphere. Dollars 
were short only because dollars were the sole means of buying 
the food and the coal and the machinery of which the Western 
European nations were in desperate need. A sudden restoration 
of Britain’s pre-war coal exports would have ended all need for 
buying expensive American coal (in 1946, Europe bought 17 million 
tons at over $11 a ton). A good wheat harvest in France in 1947 
might have all but balanced France’s import-export programme. 
But none of these things happened in time and by the middle of 
the summer it was clear that either the United States would have 
to provide more dollars or the Western European nations would 
cease to be able to buy at all. Such was the economic core of the 
problem Mr. Marshall set himself to solve when on June 5tli he 
made his speech at Harvard, asking the nations of Europe to 
abandon haphazard and competitive efforts to secure American 
aid and, in their place, to draw up a comprehensive and co-'' 
operative estimate of how much would be needed to restore 
economic equilibrium. 

This account of the economic crisis of 1947 has been drawn in 
the barest outline. No causes have been assigned to it beyond the 
cause of war which, by decimating production in some quarters 

* The drain was intensified by the fact tliat British reserves of gold and dollars — 
about £600 millions at the beginning of 1948 — represented tlic holding not only 
of Britain but of the Sterling Area. This area %vas a financial system which grew up 
before the war when a group of nations found it convenient to keep their holdings 
of foreign currencies in tlie form of sterling and to maintain their reserves in London. 
During the war, most of these nations with the exception of the Dominions with- 
drew, but the Dominions (except South Africa) continued to holcLtbcir reserves in 
London, of which the most important item was their dollar reserves. 
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of land tenure. But on the whole the revolutions of the last two 
years have been in the direction of raising productivity and increas- 
ing scientific management. You will find that before long a rise 
in the yield per acre in Eastern Europe — a rise bringing, say, 
Rumania to the level of Denmark or Holland— will not only 
recreate surpluses but ensure that they are of better quality than 
ever before. 

Dislocation of the Far East? But for how long? The outlines of 
a settlement are at least in sight in Indo-China and the Dutch 
East Indies and, wherever the fighting has ceased, the restoration 
of agriculture has proved to be very speedy. Burma, Malaya and 
Siam are at peace and rice production is being rapidly restored. 
In these conditions, why suppose that Western Europe will not 
recover its old non-American sources of supply and thus reduce 
considerably its dependence upon dollars? And if at the same 
time its own productivity is restored it will be able to sell more 
goods in the United States. Then, able to sell more and needing 
to buy less, it ^vill be in a position to prevent a recurrence of the 
present impasse of a Europe hungry for dollars and unable to 
earn them. 

If these arguments are valid, two things follow. The first is that 
no particularly new policy need be pursued in Western Europe. 
The old policies of expanding production at home and of devoting 
much of it to energetic foreign trade will be sufficient to see the 
nations through this crisis and to bring them back to the familiar 
and on the whole, workable pattern of the pre-war economy. 
The second is that the chief significance of the Marshall Plan lies / 
in providing Western Europe with the means of getting through 
the short period which has stiU to run before wartime dislocation 
is completely conquered. The American offer starts nothing new. 
It finishes oflsomething ol^the aftermath of the second World 
War. •' ' 

This interpretation is obviously attractive. It will appeal not 
only to the harassed statesmen who have to mould policy and 
take decisions, but to ordinary men and women who prefer a 
familiar to an unfamiliar world. But is it true? Are the symptoms 
of dislocation really so impermanent? To maintain that they are 
simply a consequence of the last war does not explain why, for 
instance, there have been two world wars in twenty-five years. 
The return to normal methods, to “normalcy,” was the strongest 
political instinct in Western Society after the 1914 war, but ten 
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years of it gave the world the Great Depression and twenty years 
saw the nations hack where th^ were before, fighting the same 
enemy in an almost exact repetition of their earlier alliance. Wlfa- 
out even examining the dificrent causes assigned to our con* 
temporary crisis— the decKnc of Europe’s economic strength, the 
rise of America’s and so forth— it can at least be said that after 
the 1914 war reliance upon nonnal methods of recovery produced 
only the mira^ of a normal world. Between the apparent return 
to pre-war conditions— in, say, 1924 — and the crash in 1929, the 
world achieved stability for exactly five years. Tlus in itself might 
make one suspicious of any cult of normalcy. Detailed examina- 
tion of the causes themselves only makes the suspicion stronger. 
Each of these causes — a Europe losing its old supremacy, America 
gaini n g it. Eastern Europe under Communist control, the Far 
East in revolt against the West — ^represents the disappearance of 
one pillar of the ninetcenlfa century order. Taken together they 
write the epitaph of a vanished world. 

• Theughout tklt Iwk the \ford "billion" is used in Its Amerteen 
stnse {one thousand million) and not hith the British meaning. 
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A VANISHED WORLD 



CHAPTER I 


THE END OF THE 
NINETEENTH CENTURY 

The surest way of testing the theory that the present dislocations 
in Western Europe are only temporary is to ask whether in fact 
the war is a sufficient explanation for each of them. And quite a 
superficial examination shows that it is not. The nineteenth- 
century supremacy of Western Europe — and of Britain in par- 
ticular — ^in the economic field had been challenged by the United 
States at least twenty years before the second World War. Beh ind 
the cutting off of Eastern Europe lies notonly the hazards.of war 
bujy;he.stea3y”grbwth‘ oLCommunism.as a wprld force. Behind i 
the confusion and dislocation in^theJF'arEast lies^the resurgence j 
of Asiaticmationalism.and the secular revolt against the colonial* 
systems of the West. Behind our present difficulties, there seems to 
lur^ the dissolution of the cluef forces moulding the nineteenth 
century — the industrial and commercial predominance of Western 
Europe, the dissemination of liberal ideas and the colonization of 
non-European peoples. There is thus at least a presumption that 
any adequate explanation of our crisis must go deeper than the 
last war. What is at stake may prove to be the passing of a whole 
era of human effort and achievement. 

The nineteenth century jivas, more than any, other, a. British 
cefltury^TfnThe'field of economics and politics most of the domi- 
nant ideas and developments boiled up from the small compact 
and furiously active island “moored” as Andr6 Siegfried once said 
“in European waters but always ready to sail away.” Everyone 
knows that Britain owed this predominance to the fact that it was 
in this island that the most profound revolution in human 
behaviour — comparable to the discovery of fire and the wheel or 
to the taming of the horse — had its origins. The industrial revolu- 
tion had a thirty to forty year start in Grjat..Britain ^and for a 
time made it, as every schoolboy learns, “ the workshop o f the 
world.” 

What is perhaps less generally realized is that the peculiar 
structare and character of Britain had almost as much influence 
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trial experiment. Geography ftouW always set limits ® 
growth of a large internal market (by the I940*s it was cl«r that 
4S million was a tight squeeze), and although thcjpoyntry Jus wn 
described as "built on coal and surrounded by fish.** few of the 
raw'roalerials necessary to modem industry can be found within 
Bntatn’s frontiers. ' 

But these factors, which in the twentieth century have proved 
to be serious problems in the maintenance of industrial strength, 
determined the whole development of the world economy in the 
nineteenth and determined it really very favourably not only for . 
Britain but for the world. There could never be any ‘‘capitalism 
in one country” for Britain. Apart from coal, all the raw materials 
oflndustry had td'be purchased abroad, and almost from the 
start the classical economic exdiange grew up— Britain exporting 
its manufactured goods and Importing the raw materials to ^ 
worked up into manufactures. The repeal of the Com Laws ia 
1846, followed later by the opening up of vast cheap sources of 
wheat in Russia and the New World, extended the classic exchange 
to food and Britain abandoned the production of bulk foods at 
home and bought them abroad in return for its goods. 

But not only for goods. The British Isles were loo confined to 
absorb the ^eat accumulations of capital made possible by the 
new industrial system. Britain was too small a community and 
too compact an island to offer sufficient opportunities of invest- 
ment for the larger and larger accumulations of capital the new 
thrifty hardworking class of industrialkls were acquiring year by 
year. It did not take much more than a couple of decades to 
provide the country with a very adequate network of railwaj’s — 
that first and most typical enterprise of the Industrial Revolution 
and once Britmn was supplied, the enterprising railwaymen 
went abroad. In the 1860’s, there was hardly a country in the 
world where you might not have found Scottish engineers buDding 
Bntish railways. They went to South America. They went to 
North America. They built railwaj-s in Europe which to this daj 
retain the BnUsh gauge. They went to Africa and India and tht 


on the dcvelopmmt of tho indmtml “ '*',1'“'!"^'°,"— 

steam itself. Knomng vilut »e know to^ny about Ibc “ 
to industrialization of large internal markets (which make wortn- 
while the techniques of mass production) and of secure access to 
raw materials, hc should not have picked an island off the coast 
c,.,.,.,.. nc .kp favniiraWe snot for becinninc the mdus- 
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Far East. NoxJ^ffire4rail\vays_tlie„onlyJivvestmepts. From halfway 
through the nineteenth century, a flood of capital streamed out of 
Britain — to steelworks in America, to mills in India, to plantations 
in Africa and Malaya and to every sort of undertaking and enter- 
prise everywhere. In return for these investments the various 
communities paid interest mainly in the shape of the raw materials 
and foodstuffs Britain either could not or had ceased to produce 
at home. 

The development of this system had momentous consequences 
for the rest of the world. If industrialism had started in the 
United States it might have been possible for the system to reach 
a high stage of development without affecting other nations at all. 
It could have been virtually self-contained. But the necessity com- 
pelling the British to go outside their own frontiers in search of 
raw materials, coupled wth the development of transport and 
the far-wandering habits of a community of men who had been 
merchants, explorers, colonizers and adventurers before they 
turned to industry, conspired to involve the whole world in the 
British experiment. In the course of the nmeteenth century man- 
kind achieved for the first time in history an economy which 
embraced the globe. 

British economic ideas were as potent as British economic 
practice. There is no need to examine the philosophical basis of 
free trade. It is a combination of belief in a natural harmony 
underlying the world and confidence that unfettered competition 
win reveal where it lies. Let everyone compete, so the argument 
ran, and the nation most suited to the production of any one 
commodity wiU produce that commodity most cheaply and wfll 
therefore be able to compete on the markets of the world. The 
economic foundation of British free trade was its forty-year 
industrial start. No other nation could compete with Britain in 
the production of industrial goods, and British manufacturers had 
everything to gain in pressing for the removal of all obstacles to 
the sale of their goods abroad. They were prepared to concede 
the equal right of goods from abroad — ^raw materials and food — 
to enter freely into the home market (and as a consequence 
British agriculture all but disappeared at the end of the century 
under the successful competition of wheat and meat from the 
New World) as long as their manufactures and their export ofj 
capital could find unimpeded entry wherever they sought to goi] 
The-defencej of free trad e — the most passionate political issue of 
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tie mid-nincteecth century-»M not, however, consdoirfy bas^ 
on Britain’s interest in opening c\'cry market to Bntish goods 
which could undercut those of every other competitor. It was a 
moral issue and the prindples of free trade were held to nave 
infrinsic rightness, to be part of the stnaclure of the universe. 
We shall have occasion to notice the development of a similar 
attitude in the United States when some seventy years later U 
was American and not British manufacturers who could underseu 
every competitor^ 

Few other nations accepted the British thesis. Most of Ibem 
had interests they wished to protect from the relentless pressure 
of British manufa«ures. Many of them svaated to begin their 
own process of industrialization and realized that, at least at the 
beginning, their young factories would have to be protected 
against the competition of Britain’s mature industrial system- 
Tan lTs to p rotyt “infant industries” jrcre imposed injmost 
They'were particularly high in the United States and 
long after the infant industries had grown into such mammoths ' 
as United Sutes Steel, the tarifls were maintained and steadily 
increased. One consequence of this protective behaviour— il was 
known appropriately enough as a policy of Protection— was to 
turn the nineteenth century mind to the question of larilTs when 
any question arose of improving trade rclaiions. The reduction 
of tariffs was par excellence the nineteenth century method of 
increasing trade— logically so, for the barriers set up on each 
national frontier were the chief obstacle at that time to the free 
flow of goods and the chance of each nation to discover, by 
reasonable competition, the goods it was roost fitted to produce. 
Utterly uneconomic ventures— for instance, a heavy steel industry 
in a country such as Italy which bad neither coal nor iron ore nor 
easy access to dthet— were impossible so long as the system of 
free trade and moderate tariffs survived. 


One device used to reduce tariffs and increase trade deserves 
especial attention since it is still the centre of bitter controversy. 
When one nation agreed with another to a mutual reduction of 
tariffs— the French, shall we say, reducing the tariff on Swedish 
ore and the Swedes in return redudng the tariff on French wine— 
there was normally included in their agreement a “Most Favoured 
Nation clause” by wUch the advantages of the agreement were 
extended to every other nation. Not only Swedish but American 
iron ore would now benefit by the new level of tariffs. German 
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wine as well as French would enter Sweden at the new low rate. 
If such an extension were not made, the French and the Swedes 
would have been guilty of the economic practice most objection- 
able to nineteenth century minds — the practice of conceding to 
one nation advantages not conceded to others, in other words, of 
"discriminating” against them. According to the trading dogmas 
of the nineteenth century, tariffs were a permissible evil (some 
people, particularly owners of “infant industries,” did not even 
think them evil) but discrimination was anathema. Tariffs must 
be at the same level whatever nation was seeking to trade, and no 
nation could be permitted to receive advantages not open to every 
other. One of the U nited S tates’ first excursions into active world 
diplomacy was to in'^ st aTthe en d, of the nineteen^ cent^ to 
the_l‘Open Door” in China , thr()ugh_wluch every trader of what- 
ever nations^ go in..on,an. equal footing tb_exploitJhe 
Chinese. 

To this rule there was only one exception. A group of nations 
could "discriminate” totally against others by forming a customs 
union between themselves. By reducing their tariffs to zero for 
themselves and keeping them at 100 per cent, for others, they 
slipped under the ban against discrimination. This rider is not, 
however, as illogical as it seems. Since tariffs were in the nine- 
teenth century virtually the only barrier to the creation of a com- 
pletely unified economic area, it was generally realized that to 
' form a Customs Union was to foma or serve notice of forming a 
single state. So it had proved after 1787 between the Confederated 
States of America. So it proved between the separate states of 
Germany after the Customs Union of 1833. And clearly the same 
rules could not apply to the creation of a new national economy 
as to the normal economic relations between separate states. 

The apparently automatic working of the system of free trade 
in the nineteenth century and the economic advantages that 
seemed to flow from adopting it led most people to believe that 
in some way its principles were universally valid and quite inde- 
pendent of the accidents of time and place. It is therefore not 
surprising that they did not notice how much its smooth working 
depended on the peculiar nature of the British economy. 

The fact that had sent British manufacturers overseas and in- 
volved most of the world in the British experiment — Britain’s lack 
of raw materials and need to buy them abroad — also had a 
profound effect upon the financial basis of world trade. Nations 



|g TIIE WEST AT BAY 

booght and sold horn aach other in s^te of “'“E 
cunendes by giving each currency a fixed , 5o 

gold and alloaing any merchant to change any one 
Ly other at the fixed rate of exchange. If a trader wnthed W bj 
British goods he vronld find, through a ducount bank a cm 
on London” provided by some British trader ''Ito Jjad 
goods abroad. Only in the exceptional circumstance of the suppra 
of a national currency falling below the demand for that curacy 
were transactions settled in gold. Gold was a marginal lactw, 
payment used only, for instance, if the demand for French g<w 
had become so acute that all the francs earned by all the 
engaged in selling goods to France had become exhausted, e 
theoretically such a state of affairs might have been arising ml the 
time. There is no law written into the foundations of the universe 
that the trading accounts of the nations of the earth shall auto- 
matically balance— and in our own century they do not. What 
was the reason, then, for the old subility? It was quite simply 
that BriUdn, the most powerful and >igorou5 exporter of goods 
and capital among trading nations of the nineteenth century, was 
at the same time the most rapacious importer of food and raw 
materials. As the century developed, far from exporting more 
than tb^ imported— thus creating a shortage of sterling— the 
British httk by little began to import more and more and export- 
ratfictiess, the balance being adjusted by goods bought with the 
interest on British capital investments abroad or with the pay- 
ments earned on British shipping. Underlying the steady and 
apparently frictionless working of free exchanges in the nineteenth 
century lay not so much the gold standard as the “sterling stan- 


dard” — the fact that the greatest single currency in demand for 
world trading was never out of balance, never ran short, never 
confronted nations with the inability to buy the goods they needed 
most — British goods — or to pay interest on the capital of which 
they had borrowed the greatest amounts. Sterlingwent out from 
London in the shape of.exports.and^capital. Il^mc_back to 
l^don. jn.the shape of food and_raw materials. This was.tbe- 
r^l.blood stream of mnetcenth-centuiy trade, the real circulation 
which kept all the parts supplied and the body economic in steady 
health. 


It is not surprising that the economic system of the nineteenth 
century should have cast such a spell over men’s minds or that 
even to-day many people should look back to it with nostalgia 
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and beUcve that it can and should be restored, since, in their view, 
it represents the norm from which mankind has disastrously 
departed. It brought about a fantastic increase in wealth in most 
parts of the world. It created a sense of expanding horizons and 
limitless possibilities for human development. It coincided with a 
long period of peace and with the spread round the world of the 
ideals of freedom and democratic government. It was not difficult 
to believe under these conditions that man had come of age at 
last and discovered the most efficient, the most natural and the 
most rewarding method of conducting his affairs. It was on the 
contrary almost impossible to believe that the whole system was to 
a remarkable extent fortuitous, that it depended upon the accident 
of liistory which had made a small island the starting point of the 
industrial revolution and that even as the system was expanding 
to embrace new markets and new techniques, the condition upon 
which much of its frictionless success had been based — ^thehege- 
mony of Britain— was being steadily undermined. 

As we have seen, Britain by the nature of things could not 
keep its industrialism to itself. The capital which poured out of 
London and Manchester and Birmingham went to start enter- 
prises abroad and to stimulate all round the world the growth of 
the industrial system. Before long, industry took root in countries 
which did not share the limiting conditions imposed by geography 
on the British system — its relatively small internal market and its 
lack of home-produced raw materials. Two new industrial systems 
in particular began to make their competition felt as the century 
advanced. Germany’s challenge developed quickly, but since it 
was as much political as economic it will be mentioned in another 
context. The chief economic challenge came from the United 
States. 

In the United States there existed every advantage for the 
building of a powerful industrial system. The country was as large 
as a continent and the growth of its own population, increased by 
the nineteenth-century immigration of some 19 million people 
from abroad, quickly made it the largest single internally unified 
market in the world. Within the continental area was an abundance 
of every raw material needed for industry (except rubber and tin) 
and the rich plains of the Middle West and the magnificent climate 
of California produced the food for one hundred million hungry 
people. There were few feudal remnants in the structure of 



20 


THE WEST AT BAT 

proptrty ot traditiom ot bthiviour to inhibit ’J'' 
middle classes to produce arid make money and the Ctvu war 
wiped out the last remnant— the threat that slavery, that Je^t 
mobile and least ptoduedve form of “property,” would sumve 
in the South and spread to the new frontier lands in the \N cst 
This was the background— physical and social— to the immense 
expansion of industry in the United Slates after I860 and this was 
the background that made possible the revolutionary innovmi(ms 
in industrial technique associated with the name of Henry Fo™* 

It is hardly likely that the value of mass production and of small 
returns on a vast turnoi’cr could have been proved so conclusively 
in any but a mass market without imcmal inhibitions to the free 
sale of goods, but once the advantages had been established and 
the practice extended to more and more lines of business, ibe 
United States was able to produce industrial goods in the main 
more cheaply than any other competitor. Climate, geography, 
history, and technique conspired to give the United Sutes the 
advantages which a thirty-year start in the industrial revolulioa 
had given Britain some seventy or righiy years before. America 
was now the country whose goods could enter most markets of 
the world unchallenged and it was beginning to be the largest 
creator of surplus capital. Other things being equal, it seemed at 
the turn of the century that the United States was destined to take 
over the central role Britain had fulfilled in the first stages of the 
development of the world economy. 

But other tlungs were not equal. Qosc as they wxre in politics , 
and in social and moral outlook, the two countries had little in 
common in the economic sphere. Hie United States having started 
its industry in the wake of Britain’s, had felt the early competition 
of British goods and raised tariffs against them. The industries 
swellrf and strengthened and needed no protection, but the tariffs 
remained. There was at no point any question of non-American 
goods flooding the American market as agricultural supplies had 
flooded away British agriculture. On the contrary, the nations 
found it far from easy to do business with the United States at all. 
Although, as its industrial sUcngih increased, the Umted States 
began to trade more freely with the outside world, the increase was 
not in proportion to the actual growth in American power. The 
bulk of the exchanges remmned in the home market.' Thus the 


^ bpied year, American exports represented just 
ent. of the gross national production of goods and services. 
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first obstacle to an American lead in the world economy was the 
Weight of American tariffs coupled with the fact that goods 
of almost every kind were produced in abundance inside the 

country. 

The next was more grave. Although as the century advanced 
America became an increasing exporter of certain goods which 
the world was only too eager to buy and at the same time grew 
to be the largest producer and exporter of surplus capital, there 
was no sign of any greater tendency to buy abroad and thus 
provide the foreigner with the dollars to pay for American goods 
or pay interest on American capital. The essential disharmony of 
the position was masked during the twenties by the readiness of 
the Americans to lend sufficient dollars to the outside world to 
pay interest and to meet the deficit in trade. But in 1929 the 
collapse in America put a sudden end to most overseas lending 
and to a calling in of many outstanding short-term loans. Shortly 
afterwards the Smoot-Hawley tariff was introduced which raised 
to still more fantastic heists the fortress of tariffs behind which 
America’s giant industries “sheltered,” With all the dollars 
drained out of their economies and a virtual waU thrown up 
between them and the chance of selling in the American market, 
the rest of the world had its first taste of the dollar problem. 

In these conditions the old rules concerning “non-discrimina- 
tion” and “convertibility” proved essentially irrelevant. When the 
dominant factor in an economic situation is a desperate shortage 
of the currency which has behind it the largest market in the world 
and is thus basically— in spite of temporary fluctuations— the 
most stable currency, the application of nineteenth century rules 
only adds to the general economic confusion. If a nation is to 
treat all its trading partners on a basis of absolute non-discrimina- 
tion, the decision not to buy from any one of them— for whatever 
reason— ought, in logic, to be extended to the others, A recent 
example may be quoted. In the autumn of 1947, so severe had the 
dollar shortage become in Canada that the Government was 
obliged to place a ban on some 300 articles of import from the 
United States, Among others, the list included chocolate. But 
conforming to the rules of non-discrimination, the Canadian 
pvemment— with sterling to bum — ^felt obliged to ban the 
import of chocolate from Britain as well. In other words, applied 
to a situation in which the basic difficulty is a breakdown in the 
supply of the strongest currency, the rule of non-discrimination 
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the ninEtKnth century. 

^SSTs L end in itself, as a stable investment. « « form °f 
property as reliable as gold itself. But the supply did not kwp 
Iz^lh the demand since Americans perpetually bought less 
K SS S and foreign goods could not cl^r the 
the Amcricau tatilT. Uurler these .5 

investors in their senrch for dollurs could use • 

a means of draining all the reserves of dollars and EoW 
from the central bank of their oam country. By presenung ton« 
or sterUng or lire to be converted into dollars and then all too 
often salting the dollars down as a prudent reserve in the umw 
States, they produced that “night" from the local currency wmicn 
was a recurrent disturbance of financial sUbibty m 
European countries between the wars. Only by imposing ^change' 
control and by insdtuting the blocking of currencies— m other 
words, by abandoning the practice of convcrUbdity— could 
governments prevent the fatal drain of their financial reserve. 
Before the last war the chronic weakDess of the franc and the 
desire of a great mass of private investors to transfer their wealth 
into dollars placed France’s financial stability under constant fire. 
But the most striking example of the impossibility of practising 
convertibility against an impossible economic background has 
already been described in the British experience of convertibility 
in the summer of 1947.* 


It would, however, be misleading to place all the blame for 
Europe’s dislocation on lb** changed relationship between Amenca 
and Europe. This was or’ ' one factor — although the most impor- 
tant — in a general shift ;n the world’s economic relations. Over 
the years, countries which had formerly enjoyed all the advan- 
tages which come from {rioneeiing in a new field lost their lead 
and began to experience the disadvantages which spring from 
older equipment, older technique, and especially, older id»s. 
It is an irresistible temptation to believe that the methods which 
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brouglit overwhelming success in the past will continue to do so. 
But with the introduction of industrial development and its close 
alliance to scientific research, a force had been launched on the 
world which permitted nobody to stand still. Each decade brought 
forward improved methods of industrial production and the 
revolution wrought by coal and steam was followed by an elec- 
trical revolution, a chemical revolution and — who knows? — an 
atomic revolution. As these new means of power and the new 
techniques based on them flooded industry the problem of 
obsolescence — of plants which were no longer competitive, of 
capital sunk in machinery made out of date by a new idea from 
the research laboratory — became a permanent one and adapt- 
ability and capacity for innovation grew to be a haU-mark of 
industrial survival. 

These qualities are more difiicult to achieve in long-established 
industries, particularly if these industries have records of phenom- 
enal early success. Britain, which had been the pioneer in 
the whole field of heavy industry, was particularly vulnerable to 
this difficulty. In the sixties and seventies of last century its coal 
and its textiles and its steel products had gone all over the world 
almost without pompetition and the aura of this early success 
remained. No drastic reorgaifization, no tremendous drive for 
modernization occurred in such basic industries as coal mining 
and cotton spinning and weaving. Even after the first World War, 
when the writing on the wall appeared in the shape of permanent 
depression in the old export industries — ^in South Wales and 
Lancashire — little was done to bring about the necessary recon- 
struction. When in the course of the second world war experts 
studied British coal-mining and British textile production in 
relation to American methods, they found an astonishing lack of 
modernization and mechanization in Britain’s two basic in- 
dustries.i The iron and steel industry kept better ’pace with 
modem needs but here, too, the progress was not uniform nor 
was it sufficient. At the end of the war — ^in 1945 — it was estimated 
that the need for new capital investment in the industry would be, 
at a minimum, of the order of £22 millions a year for the next 
seven years. Yet in the 1920’s the average new investment was 
about £1 million a year, in the 1930’s about £6 million. Even 

^ Two Reports — the Reid Report on coal mining and the Platt Report on the 
cotton industry — give a devastating account of the extent to which these British 
industries had fallen behind in the competitive race. ^ 
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allowing for the fact that the post-war figure has to take into 
account the wear and tear to plant and (he lack of mvestme^ dur- 
ing the war, the pre-war figures are nevertheless quite insufTicreat 
and it is a fact that behind the screen of the protecUve tariff admiiu- 
stered by the Import Dufies Advisory Committee after 1931, a 
number of British steel products came to as much as four rimes 
more expensive than those of their Belgian competitors. 

Perhaps the most res'caling pointer is the figure for capital 
investment in general. Most economists agree that to secure a 
steadily expanding level of production in an indusriial com- 
munity 10 to 15 per cent, of the national income should be in- 
vested in new capital development. The average yearly figure for 
Great Britain between the two wars was only 3 per cent. These 
facts do not mean that Britain was a stagnant community. On the 
contrary, some striking industrial developments were achieved, 
such as the creation of an entirely new centre of modem and 
successful light industry in the neighbourhood of London and a 
consequent shift in industrial populafion from north to south, 
but aU the time the basis of the industrial pyramid— the older 
industries and the basic export industries— were losing their 
strength and the community was impoverished year by year to 
the extent of two miUioa idle men. 

France Is another country to fall behind in certain branches of 
industry. Like the British, the French had an early start in the 
industrial race but increasingly in the twentieth century their 
scale of development and modernization proved insufficient. 
When after the second world war a complete sur\’ey of French 
industry was drawn up M. Monoet and his assistants and the 
calculations made of what France would need to re-equlp its 
economy, it was discovered that between 1929 and 1939 a process 
of disinvestment or decapitalization had taken place in France. 
Not only had the country not recovered from the depression, its 
national income was at a lower level than that of the previous 
decade. 

This tendency towards economic stagnation in parts of Western 
Europe has been combined with a great increase in industrial 
activity in other pa^ of the world. The phenomenal industrial 
United States (which is now said to contain two- 
tlurds of the industry and three^iuarlers of the investment of the 
vmrld) has already been mentioned, but the spread of industrialism 
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was virtually universal. Western and Central Europe, some of the 
British Dominions, Japan, European Russia had all achieved a 
measure of industrialization before the first World War. Parts of 
India and China and Asiatic Russia followed suit. The second 
world war stimulated industrial production enormously not only 
in the United States but in Canada and Australia, while the 
demand for South American materials created reserves which 
such countries as Brazil and Argentina decided to divert to in- 
'dustrialization. Since the war expensive plans haVe been laid 
down for the development of industry in Eastern Europe. All 
these moves may mean a decisive turning away from the produc- 
tion of foodstuffs and raw materials and a trend towards some 
self-sufficiency in manufactured goods. This trend has already 
had its effect on British export figures. In 1938, the British were 
importing 20 per cent, more and exporting 40 per cent, less than 
in 1913 — ^the balance was paid for by British shipping and by the 
interest on British overseas investments. 

The change might also affect not only the volume of imports 
and exports but also their cost. The fundamental relationship 
between the old manufacturing nations in Western Europe and 
the nations overseas was one of exchanging industrial goods for 
raw materials and food. One of the cornerstones of European 
prosperity was the fact that manufactures were more expensive 
than primary materials. The standard of living in Britain in 
particular was built up on the fact that it took comparatively few 
man hours of work to produce tlie industrial goods necessary to 
buy sufficient food for reasonable health. It was only after the 
first World War that what is known as “the terms of trade” 
became a difficulty. These terms simply express the amount of 
exports necessary to buy a given volume of imports. When 
primary materials — food, cotton, ores, rubber — are cheap, the 
terms of trade are “favourable” since fewer exported manu- 
factures ,buy more imported raw materials. After the dislocations 
and shortages of the first World War, the terms of trade were 
noticeably unfavourable for the first time. However, the depression 
knocked the bottom out of the price of many primary materials 
and the terms of trade moved so strongly in Britain’s favour (in 
other words it coxdd secure its imports so cheaply) that it was 
possible to achieve a large measure of internal revival without 
much recovery in the basic export trades, where imemployrrient 
continued year after year above the two million mark. After the 
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second World War, the terms of trade became so unfavourable 
owing to the inflated costs of wheat and meat and other primary 
products that the rise in import costs alone was almost enough 
to account for Britain's disastrously unfavourable balance of 
trade. Of the £500 million deficit in 1946 and 1947 at least £*50 
million is due to the change in the terms of trade. 

And the point must be grasped that the terms of trade ro®/ ^ 
less liable to favourable fluctuations after this war. The possibutty 
is connected with the steady increase in industrialization all oscr 
the world which is lifcely to create a greater variety and volume 
of manufacturer! exports {a fact which wiil bring their price do^) 
and a greater pressure of dcm.ind for the basic raw materials 
(which will force their price up). It is impossible under these con- 
ditions 10 assume that anything like the old nineteenth century 
division of labour between an industrialized Europe and an unin- 
dusirial outside world can cser be restored, and with it may vanish 
the old chance of securing the terms of trade which were once 
such a pillar of European prosperity. 

These chanses— the gtowih of American supremacy, the 
decline, absolutely and relatively, of Western European strength 
and the disappearance of the old division of labour— arc the 
prinripal factors underlying the permanent shift in the economic 
balance of the world. But each of the changes has been accelerated 
and confirmed by the two World Wars. A tremendous stimulus 
was pven to the American economy by the fint World War. 
During the second, as we have seen, its lutional income svas 
actually doubted and its output of steel and grain and meat all 
reached the highest level ever achieved. And while America was 


the cluef example of wartime expansion, the development of arms 
manufacture in Canada and Ausimlta was remarkable enough- 
In Europe, on the contra^, all was confusion and dislocation. 
Only the neutrals kept their economies intact. As we have seen, 
Italy had at one time four governments and four divergent 
economic sj-stems in its narrow peninsula. France suffered the 
enforced stagnation of four years of occupation, in Holland 
ilOOTing was added to the other dislocations of war. Britain, 
^mough It was spared invasioa and could e-xpand sections of its 
industry, lost most of its overseas assets, acquired £3 billion of 
^ debts, used its plant to capadty and its working force almost 
DeyonU endi^nce and emerged— as did every other country 
mvolvcd^i^e WM— with the financial load_of inflation.^ 
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Butthe criticaLcollapseGam^^maS^^^^^ 
wasinJSfiJpJ^ses. ^vasMt stan3ing. The ports were 

Not a city m the industrial Leipzig and Dresden 

half destroyed. Eastern town in their retreat to 

—were in ruins. The public^ installations as 

wreck ended 'the straggle as prisoners 
po^blT Some live a^Eion m ^ faced the victors 

by tlie.decisions_g^ by *7^sb iriieople’s minds lo 

The Pots^aBLdecxws stiU f^^^ bLecalled, for they 
require detailed description. Western Europe. The first 

haWctedjhe. w^leXcPJ^^ and to^dLvide 

was the decisipnTP„hayp,nq 

the countryinto l^iSSince 3f whatever economy 

remained-Eastem J^gbort time that lack of govem- 

foodstuffs. It also proved in ^ economic disintegration 

ment.can be as potent an J ^ ^ ^ot the manpower to 

as lack of food. The Wern Alhes haQ 

govern effectively 40 million administration. In the 

to form even the skeleton ^ ^f^onomy all but disappeared 
interregnum the “"“f' ^““e/chaos.-bOTme organized^and 
In the va st Germa n bl^ marKei.,cu^ 

anar.diy-became„tHejiprm. , recorded. Thejands 

The secgnd^ecisiom fias ^ areas, were, transferred 

be yond the Q deryJSIgg^y--f~ iQ^ffjgg-rnlia'bitants fanned out 
■ to^and-while their milhons of G m g^aller 

ov^he remaining Zones. Tire inevd- 

reserves— and this at a tune ... io,,v as to be obstacles 

able result was standards of nutrition so 

to any sort of economic reviva . . event, upon that 

■ Th e last d ecision l^^^^-P^E^~|4-oriyed ol a Jarge^parkof its 
eqon^c ^yak Germany 5.7„inillio^tons a 

he avy "industr y, its steel, oupu about 18 miUion 

ye^he la “normal” output-m 1928 . 
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Gennaa armies and it «as not a i ^ ^worthiness to be 
Germans had now elSle of maUng war. L.«UW= 

entrusted ivitli a heavy jn^stry nothing to dn^- 
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ut the Germans »>« b™ “ Fast 1 ^ P ,,^1 item 

their swords into plonehstaies (to my 

bad again) but '°s'ng *' ■* . ^ j (h,. dilemma. If snah a 

swords. But then eame the other „ ];„•! Worse still, 

policy were to be adopted, S^lSsttialmed, urban- 

what prospects J^|n J Something Uke 60 per 

ited, densely populated Western Gma y producU of 

cent, of Germany’s pre-war .'aP°® J* ^ eporu would be 
heavy industry, tlow at a time '"’'im mo Germany, . 

needed to buy the food formerly ^'^^n its head in a 

the Germaa eaport tmde wooM lm« e„ded *e 

search for new ntarbeU. Th measure of de- ' 

dilemma. They accepted economy would - 

industrialtation and assumed that the German eeou 

'’‘irwas'not. A highly inte^led ]“* 

tty of the Ruhr could not be Pnt^^Fy dismMtled w e^ 

the temainms parts in full woikmg j ^le mining 

6ist months of the occupation to revive nothing but m 

of coal meant that even the limited Piuduetion of 

behind and as stocks and spare parts ma out 

output from wWch to replace the vamshed "„Vaad 

ducUoa iuclf sulfcrcd to lack of machmes and equipment 

trier two yeais had risea to only 400,000 tons a ^y ^to' 

war it was over 600,000 a day). Transport suTetud. ftodu ^ 

generally remained at about M to 40 per cent, of Sniiand 

IcN’el. And Utdc by Utile, Germany’s old trading t 

and Bel^um in particular— began to realize what a 50 

drop in German production meant to their econotmc P®. ' 

. At a time when coal and steel were Western Europe’s c^cun 
trial need German output remained at the low level of so 
140 million tons of coal and 3 million tons of steel. 

Potsdam to-day is to a lar^ extent a dead letter in the Western 
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German Government exis ^ j output of the Ruhr 
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was barely interrupt^. ^ , smokeless chimneys, the enapty 

massive J of Germany are concrete sj^bo s 
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weal th and European penury. Th<^y ha ^gbuilding a pros- 

know-by how long— the whole ^ question whether 

perous Continent. The German dilem ^ ^^^.^^^^dustry, can be 
the Germans, who cannot 'hve necessary to 

" 

in deepening Europe’s econonuc crisis. production, the 

Taking the secular change m ind ^ry^ ^ of 

shift of power from of these factors by two 

European supremacy and the ^ in tlie scales of history, 

disastrous wars and laying Aem tog<^"^ sunply a 

one is hardputtoittobeUeve that thejJ®^^ dislocation and 
passing phenomenon, a pro present crisis t 

■nothing more. Behind the chie America— there lies a 

lack of balance between j-ld-wide industrial devdop- 

century of economic change and ^ / ^terday. They go back 
ment. The causes are not of to-oay y 
at least a hundred years. 
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positively enriched. An even smaller percentage were able to 
acquire a modern education in Europe. On the other hand, the 
wealth created by the development of local resources went to 
an overwhelming extent to Europe. The natives were richer by 
their wages and salaries, but the raw materials produced and the 
profits they earned were despatched abroad. The social conse- 
quences were even more equivocal. Old tribal methods of govern- 
ment and cultivation were destroyed and a large proportion of 
the natives became plantation labourers under European admini- 
strators. Without understanding in the least the processes in which 
they were involved, their well-being fluctuated with the fluctuation 
in the world price of the products they helped to produce. Old 
habits of obedience and belief dwindled. In their place was the 
organized uncertainty of Western colonial exploitation and the 
infinitely remote ideas of technical Western civilization — itself in a 
state of considerable uncertainty about what it did in fact believe. 
As Professor Toynbee once pointed out, Western Europe achieved 
its greatest physical expansion at a time when it had lost many of 
.^its grea^ertainties and could offer men with confidence only its 
ecpnoriiic^techniques. Under such conditions the growth of a 
genuinely new community of interests between governors and 
governed was handicapped at every turn. The Western Powers 
could hope to bring up a minority to an educated acceptance of 
their ideas and men from Burma and Indo-China and the Dutch 
East Indies appeared in the schools and universities of Western 
^Europe. But what did they learn? The claims of nationalism, the 
right of self-determination, the complete equahties of democracy. 
Later they learnt the evil of exploitation, the shortcomings of 
capitalists, the claims of dependent peoples. They learnt Western 
ideas but they were calculated to undermine the experiment of 
Western rule. 

Morally" and, intellectually, the hold of .the JWest-on-the-East 
rem am&d .p recarious.. At the turn of the century it was submitted 
to a" new strain — ^the adoption by an Eastern Power of Western 
ideas without Western intervention. The rise_of-Japan~gave-a 
tremendaus^impehis to Asiatic nationafism,. for Japan was the 
first non-European "nation to inflict defeat upon a European 
Power. T he year of Russia!s_defeat by_ Japan — 1905^must,j3e 
counted-a”tuming,poi^inJhe_Ear.„EasJt, But Japan^ moral in- 
fluence was limited by the speed with which it adopted the 
conquering and exploiting habits of the West. Th eUbin ese soon 
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leanatJiat they had more lo featfrom expansive Asiatic Mtional- 
ism thaa from the Western vatieQr. The rest of South-East ^la . 
went through a similar experience when between 1941 ana iy4a 
the Japanese established their “Co-prosperity sphere from the 
Philippines to Burma. A more lasting stimulus to the ideal oi 
national independence will probably be found to have come from 
Communism since, in theory at least, it proppses-to^substitute 
for Western imperialism dm an Asiatic variety but a^ association 
of free and equal peoples. Conununistparlics are ^ctiv ejn^uema, 
on the left win^ of the Republicans in JavaVinJndo;:Chioa. where 
HaXhi-Mnb, the leader of the Viet Nanu(tbe_^namiteJnde- • 
pcndcnce movetnent) is a Communisi^andJn.China itself where 
large areas in the North and in Manchuria arc under Communist 
control. 

The Western Powers have in fact recognized that the old . 
rdatioDship of governor and governed cannot be exactly restored. 
Britain has given full iadependcncc to Burma. The French and 
the DutcKare trying to incorporate their colotua l tem tbnwjatQ 
a federal union as autonomous communities on, a footing of 
equality rvith the Mother Country. BuFwh'alever'they do, the 
politick pressure towards complete independence will remain 
unless and until the new structures prove that they can call forth 
a new loyalty. 


It is not only the old political relationship that has disappeared. 
Hand in hand with Asiatic Mtiooalism has advanced the problem 
of Asiatic industrialization. Japan the way. By "a prodi^ous ^ 
fwt of imitation and’ adaptation the Japanwe turned themselves 
fiom a closed medieval community of knights and farmers into 
a modem industrial state in a few decades. Their output of textiles 
and of light manufactures of all kinds grew steadily in the first 
thirty years of the century. Japan, even shorter of basic raw 
materials than Britain and even more densely populated, was 
under the same compulsion to cxpiort and once its exports reached 
the world they challenged with all too great success the old- 
Ktablished European industries. After the first World War the 
^ncashiie cotton markets were crippled by a double invasion — 
Japanese and Indian textiles. Both countries, relying on a far ' 
^eapCT labour force, could undersell the European producers, 
m thr«t spread to fight manufactures of all sorts. Inlhe early 

torties3apan«esW^weievmtme-Africa offering bicycles' at.£2“ 
_Tn^ or<ats at.£60. It was to defeat tlSrcomiictition that the 
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British Government first reverted to discrimination and placed 
a very heavy tariff on all Japanese goods entering the colonial 
empire. . ' 

Naturally, the industrialization of Japan was not all loss to 
other industrial nations. As a general rule, the exchange of goods 
between industrialized communities is at a higher and more 
valuable level than the exchanges between advanced and primitive 
economies — certainly Australi a bene fited— greatly,- by—Japan’s 
expansion. But the pouit'is that the nineteenth century relation- 
ship between East and West began to disappear and might have 
vanished altogether if Japan had realized its plans of becoming 
the xmiversal provider in the Far East on the basis of its domina- 
tion and development of China’s resources. 

Has the war reversed this trend? Hardly. Japanese industrial 
revival is already recognized as essential if its eighty million 
people are to survive. Indeed, deprived of some of their depen- 
dencies, and cut off from China, the Japanese will need to export 
more, not less, and already the scale of the export of textiles 
planned for them has caused alarm in Britain, Exports of manu- 
factures are therefore likely to recover and even surpass their 
old scale. 

At the same time, two new factors may influence the old supply 
of raw materials from the Far East. The first is quite simply that 
for the first time the world’s conscience has been a little stirred by 
the fate of Asia’s millions and has taken a timid step towards the 
idea that possibly in times of shortage they should not be allowed 
to starve. The diversion of Australian wheat to India to save the 
ration, the work of UNRRA in relieving distress in China may, 
it is true, be no more permanent than, say, Mr. Hoover’s efforts 
to feed Europeans after the 1914 war. But possibly the changed 
attitude is not an incident but a precedent. Certainly that is how 
such new international bodies as the Food and Agriculture 
Organization would conceive it. In which case the world’s 
supplies of basic foodstuffs would be radically changed, 

ffs 

The other new factor is also uncertain but important none the 
less. It is this. As a result of the tremendous slump in the prices 
of -primary products in the early ’thirties much economic misery 
was imposed upon colonies which had destroyed the old native 
subsistence economy in order to concentrate on one or two bulk . 
products for the export market (rubber in Malaya for instance. 
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or oil and sugar in the East Indies). Enlightened colonial adnuni- 
strators began to question the wisdom of over-concentration and 
to advocate the djversification of agriculture in the interests of 
the native, a modification of the ^-stem of pbntations and a 
lessening if necessary of the amount of bulk products thTo^vn 
upon the world market. Little was done to press this change of 
view but the events of 1941 and 1942 brought it once again to 
public notice. The almost total apathy of the native populations 
in face of the Japanese advance, their scant loj^ty to their 
European administrators, their rea^ncss to settle dowTi under the 
Japanese suggested the small extent to which the European 
colonial system impinged upon their lives and the paucity of the 
advantage they seemed to feel they derived from it. The argument 
was once more put forward that as a wage earner on a foreign 
plantation, subject to the remote and infinitely unfamiliar fluctua- 
tions of the world market, the native had really no positive part 
whatsoever in his o\vn community and therefore could hardly be 
expected to show loyalty of any kind. The need was to pve Wm 
an intelligible stake in it and this should be done not only 
better health and educational aod technical services-^thpugh they 
were important— but by recreating peasant agriculture and 
settling the native on the land (even if such a policy entailed a 
distribution of some of the estates). If these ideas were to become 
settled policy, then clearly the scale of exports of Far Eastern 
materials might decline. 


It should be mentioned, in passing, that the change of mood 
in Europe, of which the concern for the dispossessed native is 
one manifestation, has affected British colonial policy vitally and 
will certainly spread to the other colonial Powers. The change of 
mood is simply that colonies are not for exploitation in the 
intCTCsts of Europe but for development in the interests of the 
native. Whereas in the old days one man and a gunboat could 
provide all the European services necessary to sec that the natives 
of the district worked in Uic mines and fields of their employers 
^ore often than not some large European concern), to-day the 
hemth, the education, the technical training, the rehousing of the 
native demand an army of skilled officials. The colonial empires 
. no longer appear as a credit sign in the balance sheet (with the 
«^on perhaps of the Belgian Congo). They are no longer 
wpected even to pay their way. The British colonies, for instance, 
are now the beneficiaries under various development funds raised • 
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by to taxpayer at home and running to hundreds of millions of 

pounds sterling. ^ have been pinned 

It is true that in tbe ^als for Western Europe and 

on Africa as a sour(^ of raw m^ten 

undoubtedly in tbe long ru minerals m 

only groundnut schemes, b transport from the industrial 

Central Africa, the 

areas to the" coast and the ^ in Southern Rhodesia. 

thenewventuresinthewayaheady^^^ 

These developments wdl undo^^^^^^^^^ 

if they are ™dertaken by the st ^ar as possible 

operation with each other and .J-hsTweated by colonial 

uiy irrational obstacles to P^^^'^itTdoubtful whether 
frontiers and mixed ’„ake good the loss of 

new development m Mnca p 3^ Xhe new expansion 

the old European poshionm the ^ ^^hve 

schemes will all take time. Th y jg^giopment which were not 

well-being and for ^hove all! Africa is not so rich 

always apparent in the Far Ea . expansion of 

a land. Such reservations vigorously pursued, but they 

African production ste'dd not b g ^^ake 

do suggest some caution m assessing 

immediately available. ^^j^iai situation are 

If all the factors discussed ^^g oationahsm, the in- 
put together— the steady gro stages), the possible 

dustrialization of the Far E^t (s Eastern con- 

reduction in avaUable exports Eastern export 

-sumption and a possible reorga ^^^g -^yorld for 

economies, and finally, t^e tend^ey 

colonies to cost more than grtainty that whatever else 

put together, it can be smd w precisely the old 

fsi=itab»=dinto Fata t.>twa^nm^ 

.relationship between the 
Tar-Eastern dependencies. 
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^he political balance 


Tbere remains one last ^ Europe. Before the war, the 

andeconoimccooditionsm toM yP ^ 

East European nations were ^P Germany, the 

■Western Europe’s food. j Eastem.toodstuBs “ 

balance between -rht avowed intention of the 

permanent feature ■>">■= ““”^1 Mo ^nge the old raUo u. 
itew governments in Eastern ^ industrialization m their 

two ways: by introdncing kisc of Poland by 

own countries-a P™jf ‘ “f “g”? 'l„du«rial wealth of 
the inclusion in the Polish *“* . 5 with Soviet Russia, 

—and by developing closer "“"P™'' . „o,o than pnre'y 

But the new situation in ^ so much to the cconomc 

economie significance. Its ctiall g stability and the mtei- 

bases of the old order as “ 'Jf P°JSv3 itsSf to be built 
lectual and moral values on hr described primarily in 

So tar, the nineteenth century ^“^jS'Stip occupied by 
economic terms, but the position twgstem Europe was based 

Great Britain and to a iKser eilenl by ^Mt by two 

on more than economic strength. nritwh KaNymnd the 
military factots-the supremacy of *c Bnmn 
Balaui of Power in Europe, A'"'." t “f man and 

from the vigour of its “m ■Western European 

society. It is these lattct bulwarks of the oW WBte 
order that the revulotious in Eastern Europe 0 ^ ' 'sed 

The disappearance of the ® surpassed 

only be mentioned. Even if the Umted would have 

Britain in naval strength the coming of air power w ^ 

revolutionized the situation. In Europe itself ^ 
primarily that of the Balance of Power. Diplomat^ years, 

concept has come in for considerable cnlicism in „>,pfebv a 
Clearly there is nothing ideal in an bis 

potential aggressor is detened from making war gj-Qj-e 

opponent is seen to bc’^ equal in strength and victory is 
uncertain. Yet in a setise it is a spedcs of collective seen y» 
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e,„a,ity of strcngU, is « lea^ ^ 

STro iSo and ~ 

can it be said that it has always^ 

Britain’s application of the balance of power 

any European nation in order to various 

against the rising strength of ^ dominate and 

bk made by. different Powers 

organize the Continent— theSpaniards,th , 

h^-e finally been frustrated and their 

V found at the head of tlie victonous alhance wh 

pretensions to nothing. , .. /--got Britain 

It can perhaps be argued that it is a 8 f J^Jeat deal 

prevented the unification of the Conttnen Swedes 

3f trouble would thus have been avoided. Yet i is not b ^ 
nor the Swiss nor the Danes .nor the Low , , 

own time the ItaUans and the French which 

They have maintained an independence an 
mark them off from Ihe dull baekwardnes Balkans, for 

prolonged foreign tyranny has been iinpose . Turks 

instance, were unified for hundreds But they 

and were indeed spared major wars and . turbulent, 

.emerged from their servitude unorganized, priim , 

'tiSStointerpietBritishEO^ 

and rule !Ir-easv but_ridiculqUi^s._For while n . g^er at- 

the forcible unification of Europe by others, . ‘ ^gjjjpt;to 

tempted the task itself. It may have divided,! gp 

rule: and within the empirical but 'workable frammvork^ot ^ 
balance of power, Europe flourished and an te 

produced as the most dynamic community on the surface ot tne 

^ There are liimting factors in a policy of 
clearly that the elements to be balanced mu fulfilled, 

same size. After 1815 tliis condition was .^“^STnee 

Inside Europe, Germany and -^jstied France’s 

Britain in alliance with Germany had e ^ ^ erowine in- 
Napoleonic ambitions). Outside Europe n Empire, 

dustrial strength matched the vast extent o constantly 

Between 1815 and the end of the century ^ 
recurring threat to the balance in Europe was that Russia sftou 
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outflank the ConUnent by swaUowiog up the dccayi^ 

Empire and establishing itself in the Mediterranean. The British 
watched this “Eastern Question” with the utmost vigilance, year 
after year, but only once did the sdgilance require armed 
in the Crimea in 1853. Otherwise, vigilance, in other words the 
readiness to go to war if necessary, was enough— in itself a 
certain justification of a diplomacy based on the balance of poiver. 

By the cnd_of-the-C£i\turY_the_^uiUbrium.was-beginmng to 

vanish?3runified^nd.increasin^y_m^sirializcd.Cermany^gan 

to^warf-France-finfiicting a brutal defeat on it in 1870 ) ^d 
to extend its influence into the Balkans and on towards the Middle 
East. The growth in disequilibrium called for a new form of 
balance and after some hesitation the British allied thcmscl’i^ 
against Germany, first iwih France, and then with Russia, the 
alignment which existed at the beginning of the first World War. 
Germany had, nevertheless, grown so strong that the irifervention 
of America was necessary to give the coup de grace. 

After 1918 a new situation was created by the total though 
temporary disappearance of revolutionary Russia from the scene 
of European diplomacy’ and by the instant retreat of America 
into its traditional isolationism. France and Britain were left as 
the only large Powers in Europe and either through a passion for 
playing at the balance of power as an end in itself or through a 
quite nustaken estimate of France’s military strength, the British 
fell out of sympathy with France’s strident but justified demands 
for security against a revival of German strength and became, if 
not one of the instruments, at least of the passive spectators of 
Hitler’s seizure of power and his rearmament of the German 
people. 

The second World War is to such an extent a repetition of the 
first — the same enemy, the same allies, the same alignment of 
forces— that there is something at once pitiful and grotesque in 
the spectacle of a continent so totally unable to learn by its own 
tragic experience. But if the circumstances of the war had all the 
dreariness of old disasters rehved, the conclusion of the war ^vas . 
new. German power received a death blow comparable to the 
blow delivered by the Thirty Years Wat and likely to last as Jong. 
France’s military and economic weakness was fully revealed. 
Great Britain, the only nation to slay in both world wars from the 
first day to the last, was overstrained and exhausted. The world 
woke up td a new fact — that in the order of Great Powers there 
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were probably, only two wbo did not hold that title by courtesy — 
Russia and the United States. In the European balance it meant a 
vacuum from the Channel to the Russian frontiers, or would have 
meant a vacuum if Russia had not advanced at once to the line 
of the Elbe. Whatever did not vanish in the cataclysm, one factor 
quite certainly had done so — the old European equilibrium. Two 
years after the end of the war the balance in Europe lay between 
an East firmly, if sometimes restively, organized under the control 
of a single Great Power and in the West — ^what was there in the 
West? The observer would be hard put to it to say. Perhaps the 
position can best be summed up by saying the West contained 
neither an organization nor an equilibrium nor a balance nor a 
force — ^but simply two question marks. Would the Western nations 
organize themselves in sufficient unity to meet the new concen- 
tration of power in Eastern Emrope? And would the United 
States enter into some relationship with this Western fringe strong 
enough to reinforce it but tactful enough to leave its sovereignty 
unimpaired? 

The profound shift in the balance of power in Europe has dis- 
turbed its political structure to the foundations. It would have 
done so in any case, whatever the character of the states respon- 
sible for the change. But the disturbance has been aU the more 
sensational in that the states concerned are not simple nation 
states comparable to other nation states — as were France and 
Germany and Britain in the nineteenth century. One of the chief 
agents is Russia which is not only a state but a religion as well. 
What has happened is not a mere shift in a pre-existing relation- 
ship between comparable Powers. It is the emergence of a division 
which goes to the political and moral and psychological roots of 
the European community. 
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(and the temper of the squire). In the new industrial -society 
there was little security and no familiarity whatsoever. Nobody 
—neither capitalist nor worker — ^really knew the nature of the 
forces they had begun to manipulate. The capitalist saw that they 
created wealth. The workers saw they created wealth too— -but 
not for him. Nor in his poverty and defencelessness was he in a 
position to secure a larger share. Any Government Blue Book of 
those times, any evidence given by the factory inspectorate gives 
one an insight into a human misery so hopeless and revolting that 
the whole surface of that supposedly prosperous period changes 
and underneath one sees its foundations in degradation, squalor, 
injustice and servitude. 

T hi s was the world that stirred Marx to revolutionary activity 
and to this day it is moral indignation that draws many fine 
souls to accept his creed. But a man may be morally indignant 
and also wrong, hjo one would,deny the^ necessity .oJLabolishing 
the^ils Marx denounc ed. The question is whether the analysis 
he made-and"the cure he offered were correct. ' 

It is hardly necessary to restate Marx’s philosophy in any 
detail. The essence of it is his belief that the economic structure 
of society conditions all the rest. As he put it,^ 

“What individuals are coincides with what they produce; and^ 
not only with what they produce but with how they produce.) 
Consequently, what individuals are depends upon the con-\ 
ditions of material production.” 

History is thus determined by economic developments and the 
dynamism of history is produced by the unequal division of 
property. In the battle to acquire property and power class 
struggles against class and their victories and defeats are the dia- 
lectical progress of human evolution. Since, however, the owner- 
ship of private property is at once the instrument of domination 
and the bone of contention, to abolish the property-owning 
classes and to transfer property to the community would emanci- 
pate the workers and abolish class struggle once and for all. The 
new society, free from the fight for power and possession, would 
then evolve its own appropriate philosophy and the State itself 
would wther away since it had existed in the past merely to 
unpose class dominion. 

' German Ideology (p. 7). 
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Marx believed that in hb own day the end of the capitalist era 
was imminent. Capitalist society was at the mercy of Jts o\vn 
inner contradictions, of which the greatest was the refusal (or 
the inability) of the owners lo share sufficient wealth with the , 
workers to create markets for the ever-increasing flood of 
the new techniques were able to pour out. Cycles of so-called 
“over-production” were already occurring in industrial society— 
a serious one coincided with the outbreak of the French Revolu- 
tion of 1848. They would grow worse and in an effort to over- 
come them by any means save the only efficacious one — the 
public ownership of the means of production — classes and govern- 
ments would wage wars to acquire new markets or to divert the 
masses from the spectacle of their own misery. But out of this 
deejamng lime of troubles a ebss-consdous prolctarbt would 
be bom. It would include more and more of the community while 
its share in wealth would decrease (sina by yet another iron law, 
industry would organize itself on iocrcasingly roonopoUsric lines, 
big business would swallow the small entrepreneur and the “little 
men” would be thrust down into the ranks of the propertyless 
proletariat). Finally, the dispossessed, realizing their vast numeri- 
cal superiority, would take over Use Slate and inaugurate the 
classless society. 

Marx may have thought at first that sheer weight of numbers 
and the logic of history would transfer power to the workers. 
But the July Revolution of 1848 changed his views. It came as a 
protest agdijst elections at whidt the voters of France had shown 
their dUlikc of further revolution and their conservative prefer- 
ences hy a large majority. Marx lost faith in the vote. He accepted 
£LOudhQn!s-dictugi:..l*UnlYersal-s ngra ge^ is^Conn^te r-revolutiq n.” • 
He now believed that the change would come violently. “Fo rce,” 
h* wrote, *!is,thejnidwife.of-every-oId-sodgty-Dregn ant with a 
Dsw-ortei*" and be introduced (be idea of a dictatorship of the 
proletariat which would seize power in the name of the people. 
And he believed that tWs seizure of power would not be long 
delayed. 

Tbb, in baxtet outlines, is the doctrine of the Communist 
Manifesto. It is not diffleoU to understand its profound impact 
upon the nineteenth century liberal world, an impact which was 
to ^ow stronger as, after the turn of the century, the sbbllity 
ot ibat world began to disappear. In the first place, Marxism was 
an aggressive refutation of the dominaDt and supposedly sdf- 
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evident beliefs held by nineteenth century society about itself. 
The fundamental assumptions upon which the economic system 
was based were twofold: on, the one hand, the men of the liberal 
era believed that they had an absolute inherent right to private 
property, they “might do what they hked with their own”; on 
the other, they beheved that if each pursued his own interests 
with vigour, the interests of the community as a whole would 
best be forwarded and that the profit motive, operating in con- 
ditions of free competition, would prove the best guide to the 
consumers’ choice. The early theorists may not have regarded 
profits as ends in themselves but simply as useful guides to 
economic action. But to the practical men of affairs the amassing 
of huge private fortunes was the purpose and justification of their 
activities and in Britain at least so engrossing was the pursuit of 
wealth that into popular language crept revealing phrases such as 
“good "as gold” or “sterling worth” or (perhaps the most revealing 
of them aU) “making good” as a synonym not for a high and 
virtuous life, but for the acquisition of wealtli. 

But Marx preached with Proudhon that “property is theft,” 
In his curious labour theory of value he sought to prove that, since 
work alone creates wealth, profits are merely stolen from the 
workers who created them. Capital, he declared, is not private 
property but essentially social property since it is created by the 
co-operation of groups of workpeople from whom the fruits of 
their labour have been robbed; far from the private control of 
this social property serving the best interests of the community, 
it ensures that on the contrary society will be racked at regular 
intervals by the most appalling economic crises. Private owners 
never distribute to tlieir workers sufficient purchasing power to 
absorb the ever-increasing stream of goods coming from the 
machines. At regular intervals, therefore, a glut of production 
occurs, workers are turned off, goods are destroyed (while men 
starve) and poverty and unemployment plunge society' into the 
extremes of misery. Thus Marx refuted, at their very foundation, 
the optimistic assumptions upon which free enterprise in indus- 
trial society was based. 

The men of the nineteenth century, as ajogical consequence of 
their confidence in an unregulated private economic system, 
believed that any government interference in the economic process 
could only be for the worse. Since government inter\'ention would 
falsify the Avorkings of the laws of supply and demand it could 
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only do more harm ihan good, and in (he middle of the century 
men of integrity and profound moral conviction, such as Richard 
Cobden and John Bright, could argue against attempts by govero- 
raent to regulate working hours in the factories or the employ* 
mcnt of children on the grounds that such attempted regulation 
would falsify the economic Jaw^ on whose W’orkings the pros- 
perity of the whole system depended. Marx’s reply to such 
beliefs was the claim that until government not only interfered 
but actually took orcr all the means of production, there could be 
neither prosperity, stability, nor justice. Only under complete 
public ow'nership would the economic system be run for the many, 
not the few. Only then would the crisis of the trade cycle \>c 
overcome. Only then w ould the full possibilities of industrial pro- 
duction be realized by breaking the restrictions imposed by the 
monopolies and the trusts. 

But MarA did not only attack the fundamental economic 
beliefs of the mneiecnih century. He challenged as decisively its 
political and moral ideas. He d.eDojjnccd..iheAi.holc-COjiKplion 
ofjiarliameptary democracy as a bourgeois shapi- Government, 
he declared, simply cxTsts'lSTorward'lhe a&s of the dominant 
.'class. In a bouTgeois-capitalisi society covern ment is simp ly, the 
“committee of management” of the bourgeois economy. As for 
the ideas orindrviduaf rights, of human personality, of an objec- 
tive order of truth and justice and above all of Christian morality 
and belief in God, what were all these but reflections in the ideal 
world of bourgeois properly relations or else of feudal survivals 
not yet swept aside by the growth of the bourgeois world? In the 
CovimMis/ Mmiifosto he speaks contemptuously of bourgeois 
morality, bourgeois truth and bourgeois justice, all of them sham, 
all of them simply reflecting and protecting the class structure 
and property relations of the bourgeois industrial community. 

Marx’s turning upside down and inside out of the basic assump-i 
lions of the nineteenth century might have proved less frightening . 
if there had not run through his attack so strong a thread of truthJ'^ 
Everywhere in the first decades of the industrial era the workers 
were exploited and shared hardly at all in the new wealth their 
labours had helped to create. The worker had no protection in 
those eariy days to shield him from the rigours of the free market 
on to wluch he was thrown with nothing but his labour to sell 
ana in which anything up to sixteen hours a day was demanded 
irom him m surroundings of squalor and disease. It was not 
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necessary to be a Marxist to recognize the miseries of the working 
class in those clays. It was only necessary to read a novel of 
vDickens or pick up a Blue Book issued by the factory inspectorate. 
And if these exploited wrctclies attempted to combine to protect 
themselves, they might find themselves, as did the Dorsetshire 
labourers of Tolpuddic, in Australia for their pains. 

Nor was it Marx who invented the trade cycle. The alternation 
of prosperity and crisis continued throughout the century and 
although the level of wealth rose steadily it rose in a violently 
fluctuating line. Marx’s prophecies that Uiesc crises would in the 
international field lead to a struggle for markets and to imperialist 
war could also be said to be borne out by the colonial rivalries 
between Britain and Germany at the turn of the century and the 
Balkan tug-of-war between Russia, Austria, and Germany wliich 
helped to precipitate the first World War. 
j Nor were Marx's attacks on the sham democracy and sham 
idealism of the nineteenth century altogether wide of tlie mark. 
The grosser forms of class “justice” such as the game laws and 
the penalties attached to theft had been removed in Britain in the 
early nineteenth century and milder laws were spreading through- 
out Europe; but it remained an evident truth that the man of 
property was the dominant figure in government as in society and 
that much of the legislation upon which parliaments were engaged 
were designed to ser\'e limited interests, not the general good. And 
keen and deep as were the religious feelings and the moral fervour 
of the middle classes, say in Britain or in Germany in the nine- 
teenth century, theirs was, on the whole, a blinkered religion in 
which the sense of personal responsibility hardly compensated 
for the lack of social conscience. It was no use pretending that 
free competitive capitalism was Christian. On the contrary, it 
aggressively followed its own laws — of survival, of acquisition, of 
supply and demand. Yet the leaders of this new industrial society 
were Christian and were unable to see any contradiction between 
their church-going on Sunday and their employment, say, of small 
children in their mills all the week. There was in a word no organic 
relation between their practice and their belief, but they were 
unaware of the gap and talked of their “Christian society” as 
though its institutions, from counting house to cotton mill, con- 
formed to the spirit of the Gospels. 

Marxism was thus inevitably a strong dissolvent of the certain- 
ties of the nineteenth century and once its ideas were launched 
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into the world, sooner or later, the old society was bound to dis- 
integrate and give place to something new. Marx attacked the 
nineteenth century world at its most vulnerable point— its self- 
confidence— and he sought to destroy its belief in itself just at a 
time when a new class in society, the industrial workers, were 
acquiring sufficient education and sufficient political consdous- 
ness to ask what their role in society ought to be. The rise of a 
new class to be integrated into some sort of social harmony 
would have led in any case to some modification of the nineteenth 
century order; but Marx made certain that these modifications 
would have the nature of a profound revolution, both by declaring 
that this new class alone had genuine social, economic and poUticai 
value and also by designaitag to it a Messianic role predestined 
since the dawn of history— that of initiating the kingdom of heaven 
on earth, the classless society. For as we have seen, Marx not only 
sought to undermine the bourgeois world. He sought to build 
another, and it is not enough to study his criticisms of the old 
order, ft is e^-cn more important (o assess the value of his pcedic; 
lions of a new. 

Marx made many prophecies of Ibe way in which his new order 
would come about. He made almost none about the nature of 
the society which would grow from the collapse of the old. It 
would be happy and peaceful. It would be classless and, since 
government is only the instrument of class rule, the State itsdf 
would wither away. For the rest all is obscurity. But the uncer- 
tainty of the goal is only equalled by the triumphant certainties 
of the way towards that goal. Among many prophecies four 
concern us here. The first is that the change would be total. No 
compromise with the bourgeois past was possible. The new order 
w^ould be a complete reordering of human life. The second pre- 
diction is that tlus change would occur violently in the most 
advanced capitalist sodelies (although Marx later admitted that 
perhaps in Britain the change might come some other way) and 
that it would represent the uprising of the proletariat against the 
intolerable and increasing misery imposed by industrialism. The 
third is that the dictatorship of the proletariat would be the iiistru- 
roent of this violent cl^ revolt but would later wither away. The 
last IS that Marxist ideas alone would be responsible for the 
radical reordenng of society and that any other ideas would not 
only be inefficacious but would lead the masses away from their 
true goal. In the Commwiist Manifesto, the first Communist 
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publication,. Marx already attacks with virulent dislike any other 
version of socialism except his own and this claim to have a 
monopoly of the only gospel of temporal salvation has been the 
hallmark of Communism ever since. 

What is to be said of these predictions? Has history borne them 
out? Have the events of the last century proved not only that 
Marxism was the strongest possible dissolvent of the nineteenth 
, century world but also an adequate guide to what would come 
after? There are two reasons why it is difficult to pass a final 
judgment. The first is that the point at which Marxist theory fore- 
sees the inevitable disappearance of capitalism is indeterminate. 
Marx believed that the cataclysm would happen soon. He was 
always ready to see its beginning in any temporary fluctuation 
and prophesied “the final struggle” all through the eighteen- 
fifties and -sixties. But there is no reason in his theory to limit its 
unfolding to one century or two or three. The fact that it has not 
_ happened yet does not mean it may not do so. 

The second reason is less obvious. It is the difiiculty of testing 
the accuracy of Marxism as an instrument of analysis once 
Marxism enters history as a political force. Marxism is not on ly 
a theory , pniistory. .Itis .a, way_of .making Jiistory, fiappffl. If it 
could be shown, for instance, that in comparable economic 
situations communities with Communist minorities develop in 
one fashion and communities without Communists in quite 
another, the “ineluctable economic laws” would at least require 
further examination. It Wis one of the difficulties in Marx’s 
thought thatjiis revolutions, were inevitable ancLyetin need of, a 
hel ping h and. There is a similar ambiguity to be overcome before 
deciding the accuracy of his general line. How different might the 
development of the last hundred years have been if it had not 
been partly moulded by an active Marxist movement? The fact 
that the world has been involved in frightful convulsions since 
Marxism entered history predicting those convulsions is not 
conclusive proof that the Marxist predictions were correct. It 
mi^t merely mean that Marxism was an effective agent of dis- 
integration. Wrong ideas have after all been as potent in history 
as right ideas. 

Even so, it must be admitted that a part of the prophecy has 
been fulfilled. Capitalist society has been engaged in two major 
wars in a generation. The tendency towards monopoly has in- 
creased. The trade cycle has continued to reappear and has grown 
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rather worse, no nineteenth century crisis equalling the depth of 
the Great Depression. In other words capitalism has not appar- 
ently overcome its ouTi iniemaT contradictions, and in two 
European communities, Italy and Germany, the pressure of the 
Left for radical social change, coupled with the onslaught of 
depression, produced the violent reaction of Fascism and National 
Sodalism. Meanwhile, in one country — Russia — a proletarian 
revolution has overthrown the old order violently and com- 
pletely. Similar revolutions have been imposed on Russia’s 
neighbours in Eastern Europe. In the sphere of ideas, more and 
more people have accepted, if not the Marxist dialectic, at least 
the materialism on which it is based. Scientific explanation, the 
habit of explaining things — or rather explaining them away — in 
terms of something else has increased. The idea that class (or a" 
wider concept of environment) conditions man’s behaviour has ■ 
received general support. Altogether for a single man’s prophecy' 
the results appear uncannily correct. 

But ate they? If they are examined closely some curious incon- 
sisteodes appear. If we go back to the four criteria Marx laid 
down for the passing of capitalist sodety— that only total change 
could succeed, that the change would be violent, that it would 
lead to dictatorship, and that the force behind it would be the 
dogmas of Marxism— they do not apply to those countries to 
which one would have expected them to apply most of all. For 
instance, the two most highly developed capitalist . countries, • 
Britain and America, have bwn the most pacific. Both have 
succeeded in changing a large number of relationships and in- 
stitutions in ihcit countries — introducing sodal services, and' 
mamtaimng them out of greatly increased taxation, nation^izing 
certain industries (even America has its T.V.A., its Grand Coulee 
Dam and now its public Atomic Energy Commission) recognizing 
and strengthening trade unions, undertaking public works, con- 
trolling foreign trade. Britain has gone much farther along this 
road, but it would be a mistake to think of the United States 
simply as a slafic undiffercnliated capitalist economy. 

The effects of such changes have been to reverse the second of) 
Marx s predictions— that the masses would grow poorer as the] 
monopolists grew richer. In America and parts of Western Europe) 
the distribution of properly \^es tremendously between rich and ) 
poor, but the share of the poor has tended to rise. This tendency is ' 
particularly marked in Great Britain. Thus the worker, who in 
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1 840 ha d Jii,vcrv4ru(lMiothmg:^tO'lose-but his chains, by- 1940-was 
in_aJ[hix~way-l<Hming-,a- great.dcal- more tO'lose — a -house, ^ for 
. instance , savings. .JDSUrance-..and.-a-.-settlcd>-position-.as-a-.trade 
Lihion ist-. In America, he might have a car. This advance has 
tended to make the worker as iimviliing as the middle class to 
work for total and wolent change and this fact in turn has led 
to a further contradiction of the Marxist thesis that change could 
only come by violence. In America and Western Europe change 
has come about through the continued use of the machinery of 
parliamentary democracy as an instrument of social reform. The 
belief in a gradual transformation of society was accepted by the 
Left — by the Fabians in Britain, for example — and the fact of its 
gradualness enabled conser\'atives to adopt over the years a 
number of their opponents’ tenets. Moderate, democratic social- 
ism became a recognizable force between the wars, with govern- 
ments in Scandinavia and New Zealand. After the war the 
Bridsh experiment was inaugurated by the first Labour Govern- 
ment to gain an absolute majority at the polls. 

The third difficulty in the Marxist theses lies in the absolute 
lack of proof, beyond dogmatic statement, that a dictatorship of 
the proletariat exercising total economic power would “wither 
away,” In the twentieth century, the Russian Revolution followed 
by the extension of Russian influence into Eastern Europe has 
reinforced men’s doubts on the democratic character of the 
solution — State ownership — proposed by Marx. Jptaf., State 
ownership, may.- be- combined-with .political.Treedom, .by.t.so.^ 
the governments .whichv have- undertaken - not .simply ..to J^egul^^ 
byJ,J:oiab'^rbLthe_e.conomic.Jife_of~their~communities.,,haye_also. 
establ ished jtotalmolitical. control. Thus, the gravest difficulty in 
Marxism and the one which divides it most strongly from the 
-Western world is this contradiction between its supposed aspira- 
tion towards a free society from which government would have 
vanished and the fact of the totahtarian Communist state. Since 
the Communist seizure of power in Czechoslovakia, the behef 
that Communism and free government are incompatible has 
gathered force and conviction. If the experiment could have been 
made anywhere with some hope of success it was in the traditionahy 
- free and Russophil community of Czechoslovakia. The fact that 
the Commvmist minority seized power because they feared to lose 
votes at the 1948 elections only underhnes the possibility that 
Communists can co-operate with others only so long as they 
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believe that the vote will shortly pve them complete power. If 
they are threatened with declining inOuence they strike first. In 
such conditions, free government can hardly survive. 

The fourth contradiciioD of Marx's analysis lay in the sphere . 
of ideas, in his belief that Marxist dogma alone possessed the 
secret both of truth and growth. This belief has not been borne 
out in the twentieth century. On the one hand, traditional id^ 
proved infinitely more vigorous than can be justified by’ a strict 
Marxist analysis. The influence of Christian thought in thesy 
development of British social thought and practice is remarkablci 
The work of John Wericy and Methodism in the eighteenth 
century helped to base the trade umons and the Labour Move- 
meat of the follouing century on Christian foundations. Many 
of the first trade union organizers were lay preachers. To-day, 
more than one Labour minister appears in the pulpit from time 
to time and nothing incongruous was found in the Archbishop of 
Canterbury opening the Labour Party Conference 'wlh a service 
of dedicatioR and worship. On the side of Conservatism it tvas^^ 
a great Evaagelical, Lord Shaftesbury, who gave the great impetus * 
to factory reform. In Europe, too, oAct the eclipse caused first by 
liberalism and later by the emergen^ of the dictators, Christian 
parties revived to a surprising extent after the second World War. 
Their tendency was on the whole conservative, but it was a epa- 
servaiism wbich would have seemed wildest radicalism to their 
grandfathers since it included acceptance of the idea of a measure 
of nationalization and of land reform. The change in any' case 
was sufficient to make Sodalist-Christian coalitions possible in 
Western Europe — an almost unheard of arrangement at any time 
before the second World War. 

Not Only were old ideas more lively than they had any right 
to be, but new ideas in the sphere of economics and social theory 
^gan to modify the current of thought Afca began to grow less 
intCTested in ownership — which the development of limited lia- 
bility and the joint ^tock company had made more and mote 
shadowy — and much more interested in the question of control 
and of the general direction and planning of the economy. The 
idea of planning is at least as integral a part of Left wing thought' 
ifr^day as nationalization. At the same time acceptance of the idea 
of some planning— that is to say, of some attempt to master the 
econo^c environment— goes far beyond the Left. Much of this 
new thmkiDg is associated with the name of Lord Keynes. It was 
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he who elaborated a possible cure for the trade cycle, consisting 
in the regulation of the flow of new capital expenditure. He 
showed tliat it was the uneven demand for capital that was in 
many ways responsible for the cycles of boom and depression 
and that a legitimate responsibility of government would lie in 
encouraging and stimulating investment — either directly by public 
works or indirectly by financial policy — in times of- slackening 
trade, and in curbing it on the upward swing of expanding trade. 
This theory has been combined with the more old-fashioned 
“static” socialism of nationalization as an economic panacea in 
the suggestion that to enable the government to pursue a flexible 
policy of contraction and expansion in the economy as a whole, 
it must control a sector sufiicient to make its influence effective. 
Given State ownership of transport and of part of heavy industry 
and State control of the central financial institutions, it should be 
possible, so the argument runs, to secure a stable and regular 
expansion of capital investment and with it a stable and increas- 
■ ingly prosperous economy. 

It is tempting to pursue the question farther at this point and 
to ask whether these new economic ideas stirring in the Western 
world are not influenced by a certain decline of confidence in the 
workability of total economic planning — or at least in its com- 
patibility with political freedom — and whether they do not also 
represent the ideas and aspirations of a growing class in society — 
the managers — the men with administrative and technical skill 
but not necessarily much wealth or property. However, enough 
has been said to show that in the Western world, whatever the 
future may bring, the pattern of development has not fully con- 
formed to Marx’s predictions and society has shown a marked 
degree of resilience and adaptability. 

The most highly developed capitalized and industrialized 
sections of the world have not developed along the lines laid down 
by Marx — in itself a remarkable modification, to say the least, of 
Marx’s belief that it was the inevitable development of capitalism 
that would bring first revolution and then renewal in its wake. 
But this is not true of the three other Great Powers, Germany, 
Japan, and Russia, In these countries, revolutions, civil wars, 
imperialist expansion have fulfilled all his sombre predictions. 
There is obviously no single explanation of this curious fact — 
that the less developed economies should have followed the lines 
laid down for the more advanced. Indeed, the mania for simple, 
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single explanations is one of Marx’s most damaging legacies to 
the following centur>’. The reasons for .the failure of Russia, 
Gennany, and Japan to share in the social stab'iUty and capacity 
for growth exhibited io Britain and America can only be estab- 
lished by examining the concrete reality of their situation in 
history. 

Russia is clearly in a special position. If ever an economy was 
captured by an idea and not an idea thrown up by an economy, 
it was the case in Russia. The pre-conditions of Communism — a 
developed industrial society — did not exist. Russia was the first 
laboratory of Marxism, not because the laws of its internal 
development demanded the Communist experiment, but because i 
in the chaos of total defeat in 1917, lenin and the Bolsheviks were^' 
the only groups strong enough and confident enough to provide' 
government and order. A more revealing contrast lies between! 
Britain and America and Germany and Japan, all capitalistj 
states, all class societies, all therefore in theory doomed to the ’ 
same collapse. But three things distinguished Britain and America > 
from the two states which did In fact plunge the world into war . ) 
The first is economic. Both Britain and America developed with j 
sufficient economic elbow-room. At the time of Britain’s indus- j 
trializalion, the world lay open to its goods. It is only really to-day ; 
that the problem of markets and of elbow-room has become a^ 
devastating one. America bad and has a whole continent in which j 
to develop its wealth. But Germany built up its industry in the ^ 
wake of Brit^ and in a continent which was already criss-'- 
aossed with trade barriers. For the tremendous productive power ' 
of the Ruhr the Germany of 1870 was too limited a market, but; 
beyond the frontiers lay the competition of British goods and the ' 
irrational obstacles of national tariffs. Japan's case was even- 
more precarious. Its industrial development had-to make its tvay, 
against the competition of the whole world while the base of its 
economy was the razor edge of a small densely populated island 
and a sin^e raw material — silt 


The second distinction was political. In Britain, the power of 
the feudal aristocracy had dvnndled with the growth of the towns 
Md of the mercandle class ever since the Age of Discovery. The 
Civil War was the victory of die merchants and traders and 
gentlemen farmers. The Reform BiU of 1832 completed the politi- 
cal prows of ousting the feudal aristocracy— a process con- 
summated in the economic sphere hy the ruin of aariculture after 
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1870. By the time Britain was an 

it was also a profoundly middle class s a . ^ 

type of society existed for a time in the South butj 

existent in industrial America. In German uni- 
contrary, the feudal landlords remine j. Bismarck, the 

fication was the work of the Prussian ,vas 

preservation of the Junker strongholds in twentieth 

one of the great issues in German pohtics even ^^^^^we ^ 

century, and the landlords retained a more direct. The 

time of the Nazis. In Japan, the unk was e ^^^g^ates in the 
old feudal families became the new industrial magnates 

vast family monopolies, the Zaibatzu. creators of 

The last difference is that Britain was one of the cre^ 

Western democracy and gave it to &eUm too, have 

.mentary method is in the bones of both practice, 

been profoundly influenced by Christian i ^ ^ ^ Govern- 

GermLy and Japan, on the other hand had ^^“^^^J^^^^^tary 
ments until late in the nineteenth cen ury, between two 

democracy was a brief discredited experimen 
wars and although Christianity has playe German faith, 

r«nn,r T iitViofOTiicTn tEp mOSt tVOlCal CXprCSSlOn J 


class which, beginning in Prussia, spread fro 

German community. In Japan, the idea s , ^ warlike 

*tainB extent the ideals of military strength ana 

achievement. cnmrisins that the 

Given these profound contrasts, it is y , different 
development of Germany and Japan has „bose traditions 
from ttat of Britain and America. Vfhen a and 

are military and whose leaders are .g, i^igg .^yhat is more 

absolutist temper finds itself in economic i . y^xf-Qj-^^ard feudal 
natural than that it should embark on ® ^ taking someone 

method of settling economic problems century have 

else’s land? Germany and Japan in tne solution com- 

simply applied to their economic ® America, neither 

monly practised in the fourteenth. prnnomic stringency in 

feeling the same pressure nor reactog „gibc. 
the same way, have remained profound y p Marx’s error 

If these contrasts are relevant, they s g contradictions 

was not in his interpretation of certain e 
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and difficulties of capitalism eust (which is hardly surprising 
when one remembers how new, how vast and hmv unpredictable 
are the forces released by science and industrialization) and under 
certain conditions~a strong surs'tval of feudalism, extreme 
economic stringency, lack of a deeply ingrained democratic and 
Christian tradition— these contradictions lead to Fascism, to tvar, 
and possibly to proletarian revolution. Marx's error lay m • 
believing in the absolute and universal validity of this analysis 
and in bequeathing to his disciples a determination to make the 
facts fit the theory at wbatcier cost. Thus the ability of Western 
Europe and of America to follow different roads, to achieve a 
different t>pe of "good society” by other means, becomes a chal- 
lenge to the validity of the whole Marxist idea and to a lesser 
extent a direct chaUengc to Russia’s claim to occupy a special, 
Messiame position in an olhcn^^se rotten and collapsing world. 

Wc are now perhaps in a belter position to assess the import 
tance of the dit iding line which cuts off Eastern Europe from the' 
West. Clearly the old question whether agricultural su^Iuscs from-'' 
the East nill be available to Western Europe is of minor impor- 
tance. The food surpluses may be Tccrcaied and may cross the 
line— there are signs of them doing so already. The difficulty lies 
in the ideas (hat cross that line and the ability or inabffitj' of 
Western Europe to deal with them. It is on this point that the 
preceding pages may throw some light. The first conclusion is 
that Western Europe has shown in the past sufficient originality 
and vitality to develop according to its own needs and ideas. 
There is thus no reason why this development should not con- 
tinue in the future. Nevertheless, the “Western friDge” and the 
United States are far from having solved the contradictions, the 
frictions and the injustices oflfighly industrialized capitalist com- 
rouflities and in so far as they have failed — as for instance in 
France — they have a large active Communist minority in their 
midst. It follows from this that^they arc vulnerable to attack and 
mfiltration from the Comnmnist East and now Isas than ever can 
thg believe that the old waj^and. the habits of twenty years ago- 
will see them through tbe.second-fiJly-years Qf..the twentieth 
«ntury,.The ncrf.to.changp, lD.teform,.to expand, to improve 
WKtem society is absolute and inescapable., Even ifJt.were-not 
d^jmble in itself, the hostile witnesses on the frontien and the 
Ois^ntia minorities 'withinlcax-e the Western world no choice, 
u this account of the deeper disturbances underlying the 
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And if v.e look forward, what then? The aim at least is clear 
It IS to re-establish in the Wcsiera world a framework of stability 
and prospenty, and the best way, surely, to discover what policies 
are necessary to create such a framework m twentieth century 
terms is to turn back to the reasons why the old order faded It 
faded because the political balance of power m Europe \amshed 
leaving a vacuum behind It faded because Europe’s mdusinal 
resources and economic organization were insufficiently modem 
and powerful to meet the competition of those of the United 
States and Europe s relative decline created an increasing un- 
balance m the share of Western Europe in the exchanges of world 
trade. It faded because internally Western mdustnal society faded 
to master the social problem of mgralhng the new industrial 
masses mto a coherent socul order and the economic problem 
present m the tluctuatioos of the trade cycle, and because this 
failure in turn led to the great challenge offer^ to Western con- 
ceptions of freedom by the Commurust system It may seem an 
ambitious project to search for a new ordering of Western Europe 
capable of solving all these difficulties Equally there is no reason 
to suppose that the recreation of slabihty will necessarily be an 
easy task But there is one poh^ which ^t least holds some 
promise of meeting all these conditions — and that is the creation 
of some form of closer association betvieen the nations of the 
Western fnnge 

A single umoD, association or federation in Western Europe 
could fill the strategic vacuum A unified free trade area from 
Scandinavia to the Pyrenees, from the Elbe to Donegal would 
include within it all the econoimc r^ources that have made the 
United States an industrial giant and would contain no such 
vast economic differences as divide the Deep South from, the 
north of America (not such racial diversity as is created by the 
American Negro mmonty) Such an economy would have to 
^pport a larger popuktjon-over 200 millions m Western 
Europe compared with over 140 mtliions m the Ututed States — 
56 
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between like-minded states to which other states can adhere if 
they wish. In the growth of a national community, it has often 
been the decision of a few communities to work together that has 
been the core round which unity has finally been achieved. 
World unity may be forever impossible if no group of different 
nations can ever enter into a limited experiment for pooling their 
sovereignty. The part is in this case no enemy of the whole. It 
may be a condition of the whole ever coming into being at all. 

A similar although more specific objection underlies the pro- 
tests of those who say that a Western Association will divide 
Europe. In fact, Western Association has come to be considered 
by statesmen in the West only after the division of Europe had 
become an unfortunate fact. The extent to which Eastern Europe 
has been organized as an extension of Soviet state power can 
perhaps be exaggerated. The unification of the various economies 
is not complete nor have they all been geared into the Five-Year 
Plan. Equally, however, the network of pacts which unites the 
states of Eastern Europe politically, economically and culturally 
with each other and with Russia tends towards the creation of 
an Eastern European Union. Nobody in Western Europe would 
choose the present frontier between East and West. For one 
thing, it divides the German world in two from the Baltic to the 
Alps and every lesson of common sense and history suggests that 
that division cannot be permanent and that the swinging of the 
frontier to include aU Germany in either an Eastern or a Western 
system is bound to be a dangerous and incalculable business. 

. But this state of affairs is not of the Western nations’ choosing. 
They have been forced to consider the possibilities of Western 
association only because the degree of organization reached in the 
East throws their own uncertainties and divisions into ever 
sharper relief. 

There is even a possibility that a movement towards unity in 
Western Europe would be the means, not of confirming and con- 
solidating the division of Europe, but ultimately of removing it. 
The Eastern frontier of Europe is, after aU, a sufficiently fluid 
affair. In one sense it lies on the Urals. Yet Russia and the Balkans, 
both belonging to the sphere of Orthodox culture, and both 
exposed for varying periods to Asiatic invasion, have never been 
fully integrated into Western civilization. Again, at various times 
in European history the advance of Eastern nations — Russia and 
Turkey— has brou^t the frontier of Western civilization almost 
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to the cenUe of the Continent, yet Western socjcly has survived 
and even flourished v.hcn Russian control stretched almost to 
the Elbe and the Turks stood before Vienna The present line is 
not eternally fixed nor is it certain that the Russians will wish, 
once the aftermath of war has passed, to keep cxclusne coalroj 
over so many non Russian peoples in Europe Communist control 
or no the burden of empire remains a burden Any interpretation 
of the motives of Russian policy is necessarily open to question, 
but it can at least be argued that much to recent Soviet diplomacy 
IS dictated by fear One of the consequences of accepting Marxist 
dogma IS to beheve that the outside world must necessarily con> 
form to It Seen through Marxist spectacles the United States, as 
an advanced capitalist Power, must by definition be aggressive 
and unpenahst notwithstanding the country s obvious and con- 
tinuous reluctance in this century to gel into any war, let alone 
start one Strict Marxist interpretation docs not permit the draw- 
ing of any but superficial distincuons between capitalist Arocnca 
and national socialist Germany, smcc Germany under Hitler was 
only the advance model of what Amenca would ne c es s a r ily 
become From (his supposed resemblance it t$ only a short step 
to drawing the conclusion that smcc Germany has attacked 
Russia America sooner or later wiU do so 
This ideological argument has been reinforced by the discoteiy 
and the use of the atom bomb by the Americans and their under- 
standable refusal to share the secret and mtcmalionalizc its control 
except under condiUons of inspection and authonty which the 
Russians find unacceptable. One must also remember that to the 
Russians the fact that Bntain and America sent troops to Russia 
to assist the White armies m 1919 is proof that they may do so 
again And the Russian Revolution has not wiped out six hundred 
years of troubled and isolated Russian history during which the 
invasions of Russia by European Powers were as regular as they 
were vanous The Poles, the S« edes, the French and the Germans, 
with a variety of allies, have all invaded Russia, and Europe, 
looked at from Moscow, must seem htUe more than a turbulent 
territory from which attack must always be expected 
The Russians have sought compensation for their fear in a sense 
of supenonty to the non Russian world, in a belief, centunes old, 
la Russia s mission to renew and save it Long before Com 
Orthodox pnest^ho saw in Moscow the 
truid Rome ’ of a revivified world rehgion The creation in 
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Russia of the first Communist state reinforced this tendency in 
Russian thought and has helped to produce one of the most 
baffling elements in Russian diplomacy, the intimate interweaving 
of fear and suspicion with pride and self-confidence. After the 
first and brutal efforts to collectivize Russian farmers, Stalin 
referred to the Russians’ capacity for overweening assurance as 
“dizziness through success.” The last war was calculated to 
inspire such feelings with renewed force. The achievements of the 
Russian armed forces were such as to earn the Russians the 
amazed tributes of the rest of the world. At the same time the 
country emerged from the war ruined, exhausted and without the 
atom bomb. The combination of pride and fear, of assurance and 
suspicion, is at least a factor in the development of Russian 
diplomacy in the last two years. 

The mental processes may be understandable, but this fact does 
not necessarily make them easier to deal with. Their complexity 
calls for an equally complex diplomatic riposte from the Western 
world. The arrogance, assertiveness and indifference to such 
“bourgeois” pretensions as the self-determination of peoples, 
national independence, personal freedom and objective justice 
require firm and resolute opposition. On the other hand, the fear, 
the suspicions, the basic mistrust demand patience and under- 
standing and perpetual readiness to negotiate and compromise 
on all but principle. It is clearly impossible to give a blue print 
of such a policy. It is something more than “containment,” for it 
assumes in the long run that some accommodation may be 
possible. It is something very much more than appeasement, for 
it establishes a line beyond which the non-Russian world will 
maintain its interests by force. Clearly, its application will vary 
from place to place along the immense frontier which stretches 
from Finland through Europe and the Middle East to the Hima- 
layas and Sinkiang and the confused line of fighting between 
Communist and non-Communist in China. But in Europe, at 
least, it can be argued that the policy of building a Western 
Association fits best into a policy of “unhostile containment.” 
So long as Europe to the West of the Stettin-Trieste line is dis- 
organized, economically unsettled, politically divided and a prey 
to its own internal difficulties and contradictions, the temptation 
to Russian arrogance and self-assertiveness to .intervene in such 
a troubled situation may prove overwhelming. The intervention 
would satisfy Russia’s Messianic urge. At the same time, it would 
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give the illusion of sccunty, of brcabng down * hosule capitalist 
cocirclemcnt ” _ 

On the other hand, the organization of Western Europe in an 
essentially unaggressive association, and the proof after five or six 
years that the area was concerned not to organize for a war 
against Russia but to pursue the pacific policy of internal con- 
sohdation and external co operation, might still Russia’s panic 
feats of a new invasion, a new European attack If any analogy 
can be drawn from the events after the first World War, it is 
remarkable that the eariy reaction of the new Soviet State was to 
believe that the revolution m Russia could be defended only by 
revolutions everywhere else Thus the pohey of fomenting revolu- 
tion wherever possible was actively pursued and was abandoned 
only after the rest of the world had proved decisively that on the 
one hand it would not become Communist, on the other that it 
w'as not planning to attack the Soviet Union Once this double 
fact reached the Krcrahn the advocates of permanent revolution, 
with Trotsky at their liead lost their power and it was Stahn 
who more than any other leader ideoUfied himself with a policy 
of * socialism in a single country * and of nonoal diplomatic 
relations with other PoweK Admittedly 1948 is not 1924 New 
aims and fears and ambitions enter into Russia's calculation Yet 
the fact remains that once before the proof of (be outside world s 
stability and pacific temper caused Russian policy to put itself 
into reverse A similar proof to day might have a similar effect 
and to this extent, the consolidation of Western Europe would 
lessen, not increase, the dangers of a divided Europe 
Of a further hope, that the prospect of a peaceful, wealthy and 
freedom loving Western association might exerase a profoundly 
attractive influence upon nations at present within the Russian 
sphere of influence, there wjU be occasion to speak later It is 
obviously of crucial importance in the case of divided Germany 
Here, the only rdevant issue is whether a pohey of Western 
association will increase the nsks of conflict in Europe, and it is 
difficult to avoid the conclusion that on the contrary such nsks 
are unavoidable unless some policy of association and con- 
solidation IS successful in the West 
A quite different order of objections lies in the particular 
difficulties facing individual nauons m Western Europe For 
instance. Great Bntam vs already a partner in the free, world wide 
associauon of the Commonwealth Can it abandon an exislmg 
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partnership of immense value, warmth and stabihty for the sake 
of a political partnership whose outline even is still unclear? Both 
the Italians and the French face the tragic difficulty that an in- 
fluential section of their working class — on whose efforts and hard 
work so much of European recovery depends — are bitterly hostile 
to the idea of Western association and regard their chief function 
to be the defence of the interests of Soviet Russia, even where 
those interests contradict the needs and interests of their own 
nation. The extent to which Communism is a force in both coun- 
tries is an obstacle not only to their own participation in a wider 
union, but also to other more stable nations joining with them. 
Nor is the danger simply from one form of extremism. Communist 
extremism in France has already conjured up the spirit of Right- 
wing extremism and of a saviour in the shape of General de 
Gaulle. The establishment of an anti-democratic authoritarian 
regime in France might be as much of an obstacle to French par- 
ticipation in a wider scheme as is the government of General 
Franco an obstacle to Spain playing any part in the Marshall 
Plan. 

The Scandinavian nations have difficulties of another order. 
Sweden has a tradition of neutrality to safeguard and both Sweden 
and Denmark are for the time being the exposed outposts of the 
non-Russian world. Sweden is, moreover, bound to Russia by a 
commercial treaty which could require Swedish industry'to devote 
a large part of its production, not to Western Europe, but to the 
Soviet Union. If Sweden were to participate fully in a Western 
association, could neutrality be more than a fiction? Might not 
the eventual result be a further stiffening of Russian control over 
Finland and even the type of infiltration and pressure to which 
others of Russia’s immediate neighbours have been exposed? 
Another nation with a problem of traditional neutrahty is Switzer- 
land, and Austria faces the cruel dilemma that most of its economic 
interests lie with Eastern Europe, but its only hope of political 
independence hes with the West. Meanwhile, the wretched country 
remains divided and occupied by the Alhes, the “four elephants 
in a boat” to which the Austrian President once referred. 

And all Germany’s neighbours, neutrals or not, face the problem- 
of the place of the German people in any wider association. Dis- 
trust for their political unrehabiUty and national assertiveness 
remains profoundly and ineradicably ingrained in Western Europe. 
Oh the other hand, the need for economic revival in the Ruhr and 


64 THB WBt AT DAY 

the restoratioQ of the Gennan market is grov.mg more and in<^s 
urgent for the nations of the Benelux Union, for France, for 
Scandinavia The dilemma is not insoluble, in fact, it is ccrtaii^ 
only m some wider association in Western Europe that it can be 
solved at all, bat the formulation of a policy to mclude econonuc 
revival and political control is one of the major difficulties to be 
overcome in evolving a fonn of association in the West 
These particular difficulties will recur m the remaining pages of 
this book There are others and they are only mentioned here to 
give a background to what is perhaps ihc most damaging cnticism 
of all, the cnticisin not that Western association is undesirable, 
but that It IS impossible, the cnucism which returns to all imUativcs 
and proposals the flat reply it cannot be done 
This cnticism is difficult to counter In the first place, the 
lessons of history are not particularly encouraging Unification 
has many tunes been imposed upon peoples of difrerent,wc« 
language by a conqueror from without It has rarely been achieved 
by agreement witlun The greatest examples of unification by 
consent — the federal constitution of the Thirteen States of 
America, the union of Genoany after 1870, the achievement of 
Italian usity'-had behind them the spur of a common language 
and a common tradman, and m (be case of Germany and Italy 
the tremendous urge of mnctcenth-century nationalism AVbcre, 
looking further back m the annals of the West, we discover cases 
where unification might have changed the face of history — for 
instance, a coming together of the Greek Dly States— loc^ par- 
ticularism and petty urban jealousies proved far stronger than 
Uie impulse towards umty and another kind of unity, a unity 
based on outside force, was imposed first by the strongest among 
them, later by Rome There is perhaps a particular lesson for 
Britain in the behaviour of two more recent city states — Genoa 
and Venice In the eighteenth century they might have created 
and led a movement for a umted Italy in which their own glory, 
tradition and commercial strength would have received due weight. 
By letting the occasion pass and by allowing others to take the 
lead, they found, m the final unification, their own light extin- 
guished and were forced to sink to the level of provincial towns 
Another difficult in countoing the cntiasm that union is 
impossible hes in the fact that WeMem association can take any 
number of different forms CnUosms which are valid against a 
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tight federal structure, with a federal parliament, universal suffrage 
in presidential elections, strictly worked-out divisions of power 
between central and State governments are not necessarily valid 
against the creation of a free trading area, with certain common 
services, a co-ordinated full employment policy, a regional 
defence treaty and organs of regular consultation. The British 
Commonwealth is proof of how little in the way of institutions is 
required to hold an association together. The experience of the 
war has shown how many and various are the possible methods 
of close co-operation between States. So long as the forms of a 
possible Western association are as ill-defined as they are to-day, 
it is difficult either to demohsh or uphold their possibility. 
Criticism and support alike slip through the loose net of defitnition. 

But perhaps the greatest difficulty in meeting criticism of the 
practicability of a Western association lies in the fact that it is 
impossible to find out whether it can be done until the effort is 
made to do it. Most great ventures in politics have started with 
an act of faith and a determination to plunge in. Few have been 
the result of a painstaking effort to expose all the difficulties and 
remove all the obstacles before the first step is even taken. There 
can be no effortless,- painless, riskless acceptance of a policy as 
momentous and fateful as that of associating one nation’s destiny 
with another and with a group of other nations. The decision to 
, begin resembles, in a- sense, the decision to marry. No foresight, 
no careful preparation can insure in advance the success of the 
venture. Success lies in the manner of living and experiencing the 
married state^ 

Three recent instances in European history bear out the over- 
riding importance of the decision to act — once a reasonable pre- 
sumption of necessity or success has been established. The first 
is the case of the economic union between Holland, Belgium, and 
Luxemburg. When the decision was taken, none of the obstacles 
‘had been cleared away. It has been only in the course of negotiation 
and of practice that the real difficulties have emerged. It is still, 
perhaps, too early to say whether complete success lies ahead (the 
relationship of Benelxix to a possible Western association raises 
new problems), but of one thing the negotiators are convinced. It 
is that to approach difficulties after the decision has been made to 
solve them is a completely different matter from approaching them 
. to see. if they can be solved. And this experience of the men who 
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have been engaged on what nught be called a smaller edition of 
the negotiations necessary to aduevc a Western Union is obviously 
of vital psychological importance 
The other example may seem on the face of it less apposite. 
It IS simply this When in 1939 the need to check the spread of 
Nazi aggression became inescapable, the leaders in Britain might 
well have made a calculation of the risks and possibilities and 
come to the conclusion that unless an assurance of full Amencan 
support were given, it would be hopeless to Ihmk of success and 
that It would therefore be folly to engage in a war without that 
assurance But in fact what did they do? They threw their reliance 
on the future They assumed dial if they did their duty, sooner 
or later, the Amencans would do theirs They made an act of 
faith, repeaUDg it m 1940 And it was upon that act of faith that 
the coalition of a whole world could finally be based (In paren- 
thesis It may be quesuoaed whether, afier all, this analogy is really 
inapposite In the aexc four years at least much will depend upon 
the telationship between the United States and Western Europe 
The nations may find repeatedly that their Amencan friends wiU 
m fact applaud things to which they are not necessanly committed 
in Uieoiy or in advance ) 

But the most telling instance is surely the origins of the Marshall 
Plan Itself The sequence of events leading to the Harvard speech 
of June 5th will be considered in a later chapter Here it is only 
necessary to underline the fact that Mr Bcvin s instant decision 
to take up the offer implied m Mr Marshall's words, to fly to 
Pans and concert with the French the steps necessary to gather 
the European nations together and therealler to put the whole 
weight of the British Govenuncot behind the deliberations of the 
Sixteen Nations, is the chief reason why to-day there is a chance 
of Amenca subscribing to a Marshall Plan and Europe subscribing 
to a Western association 

These, then, are the arguments with which those who doubt the 
practicability of a Western association can be countered Admit- 
tedly they do not add up to a proof There is not a jot of mathe- 
rnaucal or any other certainly m the whole project But at least 
the cnUcs must sustain one counter attack — and that is the 
quesuon of what they themsdves propose Do they believe still 
the niaeieenth-century balance can be restored without effort? 
Do they behev e that British statesmen need fake no more thought 
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for to-morrow than they did in the day of Gladstone and Salis- 
bury? Do they honestly believe that individual undiminished 
political and economic national sovereignty has the same power 
and validity that it had a hundred years ago? And if they do not 
accept these theses, how do they propose that Europe should 
carry on its affairs? It may be that the lack of an alternative is not 
the best reason for accepting a policy. Certainly, it is a minimum 
reason only. Yet the cry, “Lord, whither shall we turn?” has been 
the starting point of more than one noble experiment in human 
history and the onus-lies on the critics to show another way. For 
the rest of this book at least the assumption will be made that 
Western association is a desirable objective of British and of 
European policy and the chapters will attempt to deal with some 
of the difficulties and obstacles which are likely to stand in the way. 

The starting point for any scheme of Western association is 
clearly the actual economic and political situation of the nations ' 
concerned. Politically, they are idl parliamentary democracies of 
a recognizably Western stamp, but in Italy and France political 
stability is still to seek. In Italy the combined strength of the 
Communists and Socialists (who alone of the Socialist parties in 
Western Europe have yoted for co-operation with Communism) 
could conceivably outweigh the coalition of the Centre and the 
Right. Since the Left is committed with especial emphasis to 
creating close ties with Russia and to “breaking Italian depen- 
dence upon American finance-capital,” a Left-wing victory could 
mean the withdrawal of Italy from the orbit both of Marshall aid 
and of Western association. 

A Western association is conceivable without Italy, although it 
would be impoverished and incomplete. But it is impossible to 
hope for one without France. The danger of the emergence of 
General de Gaulle as the head of an authoritarian regime has been 
mentioned. It is, of course, possible that the break between Com- 
munists and Socialists and the splitting off from the Confederation 
dll Travail of the non-Communist group. Force Oiivriere, might 
encourage the General, who has always underlined the social 
context of his policy, to check the Communists — which is clearly 
his first objective — ^without wiping out the rights, the organiza- 
tions and the effective political life of the working class. Such a 
'development is conceivable, but, in the past, authoritarian regimes 
with an anti-Communist bias have always ended by violating the 
most elementary of the workers’ rights, and it is difficult to see 
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how such a development in France could fail to create the same 

bamer as now divides Spam from Uic other Western states. 

With three exceptions— Portugal with its mild dictatorship, 
Turkey with its new-born Opposition, and Greece with its civil 
war — the other nations live under settled, old-established parlia- 
mentary governments, and political understanding between them 
presents no insuperable problems But it would be as well to 
bnng up at the start a difficulty which will recur Ihrou^out the 
discussion of closer economic integration It is a strong divergence 
between those nations which have developed tbcix post-war 
economies on the basis of austerity, control and purposive direc- 
tion and those which, on the whole, have left their economics more 
or less to the workings of laisier-faae Bntam leads the austerity 
group which includes Holland and Norway; Belgium is the most 
successful instance of a community which, after some vigorous 
initial intervention by the State (for instance, the mopping up of 
wartime inflation at the end of 1944 by the Flan Cutt) has been 
encouraged to develop without controls In between these two 
extremes, Governments have practised both poliots m varying 
degree, Sweden tending to control, Italy and France to its abao- 
donment There is no space here to discuss the reasons for these 
variations They ace not all based on a dogmatic attitude to 
planning and control They have depended upon such dilferent 
factors as the weakness of Stale machinery (making for freedom) 
and the weakness of the local currency (making for control), but 
die existence of the divergence make two things certam the first 
IS that no single dogmatic pattern of economic collaboration can 
be imposed, the second that the ideas behind a Western associa- 
tion cannot be confined to “democratic soaahsm” in a narrow 
technical sense Social the policies must certainly be and demo- 
a-atic, but not necessarily cast m the BaUsh mould of recent 
years 

Another type of political divergence anses in the sphere of 
defence The most obvious and piacUcable form for organuing 
the defence of Western Europe would be a regional pact within 
the framework of the United Nations Charter modelled on the 
pan American Defence Pact concluded by the naUons of the West- 
ern Hemisphere Not " ‘ “ 

Britain, France, and 
defence scheme Some 
Greece and Turk^, 


au me aixieea Nations are as ready as 
the Beodux Union to enter into a joint 
fit uneasiiy into the geographical pattern— 
for instance Others by tradition exclude 
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tiiemselves from all arrangements of common defence and rely 
on neutrality. The Swiss and the Swedes have not been com- 
pelled by inTOion and occupation to revise thetr views “o 
Hpfpntv The Irish too, are comnutted to neutrahty. The only 
foSlTneutralfto ^ their earUer poUcy are the Norwegians 

and the Dutch. The desire for neutrality has actually grown 
and Denmark, since for the present they are 
struni out uneasUy along the hne diyidmg Eastern and Western 
Europe. Thus when Mr. Bevin coupled his support for the id^ 
of ,\4tern Union with the offer of defence pacts 
immediately announced their intention of avoiding aU co^t 
meats of any sort that might in any way compromise their neu 
TKesc divergences suggest that any Western assocmhon 
musrte prepared to admit nations to varymg degrees of member 
SvoSg different kinds of obligation, a proposition dis- 
tbingmnU to the drafters of federal consbtu ions nd 

awkward, tod, when such quesUons as the entirely 

and' the source of raw materials are discussed, but not entirely 

comrary to common sense, as is testified by the c^tmued ®®^; 
ship .^neutral repubUcan Eire within the framework of the 

British: Commonwealth. 

. But 'these differences are dwarfed by ^ fact wNch, wRh 

at the utmost one or two exceptions, doijun^ 
of each of the Sixteen Nations. It is the fact that f 

point of this book, the fact that Western Europe 
each of its states individually, runs the unmnen deficit in 

. bankruptcy: In most cases tliis risk takes tlie fo™ « ^ 

the country’s foreign trade, but even where ® „ -r -i„j^d the 

ably favourable, as in Belgium and S'veden an involve 

near-bankruptcy of their neighbours threaten aiyeadv been 
them'in the sLe difficulties. The reasons l^ave "heady been 
refe^ed to, but they deserve rather closer examinaUon. 

, The destruction in Europe and the chief 

, . .made the Western; Hemisphere in the last ^ j.jQjj__food, 

■ source of nearly everything that is vital t® Europe were in 
fuel,, machinery. At a time when the |igd to buy in a- 

;; ho«position::to produce Tg® Atlantic, particularly in 

spectacular way , on the other side of th® ^ enouah to the 

;; .the United States.. Thus they could neither p ujdted States 
'.New World,; nor 
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Maistall's Inlcnn. by February. 

«Kof 1947 Great Bntain reaped a 

"“Sbr more tor rmporrs drr.au* 

LtbuercoomprUrdm 1947 10 ^^ food 

:rrrfrr7,rrr.rs*,^^^^^^ 

Hus general draining ‘‘"“* 5 ,^ Dclpum 

perous comrauniues such w ^ jy large tmpo 

?S« nor Ihc Drlgians ‘“^.^'‘d^'l hofapnmW Amerjo’ 

tomtoUi.nedSu.tcsbyad.ro«d»prct.^^^ y d to 

Tnrtecd thcY dul not balance their ^ milhoQ Svicdish 

lSttf,«^728m.lbonto 

ktoner for Sueden, m 'fj *Ll„ch uere sull more or tos 

own resettes attheend of tho war t, European 

intact) but also svtth tbc sold an balances of trade Tbcix 
nauons mth abich they f,o„ ihe unr in a much 

ucighbours tvho on the ubole eniet^o 1 ^ 

more battered condiUon 1X00. m parucular began 

chandue as they ™hed to >>“» “f'fj^ucs Vnd Norvrepan 
to acqtnre BnUsli stetbng and F‘““ “„^a,<udly converted 
Vroncr These currencies could not M - clause v.as 

S gold or dollars, but tn most 1 “''' “ 55 ““ Bnto '.ould, 
inserted to arrange that No^ay. for cm P ^ figure, 

once Belgium’s holdings of their Belgiuni bad 

pay for any excess in dollars or gold Fo ^ 

L agreement with Bntain at the be^nvng of 1948 to 

f^s^hTcrs:"UXy^oid 
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Thus Sweden and Belgium could hope up to a point to balance 
■ their adverse balance with America by converting other currencies 
into dollars. It was particularly easy to do so during the brief 
period in the summer of 1947 when sterling became convertible. 
Belgium, for instance, was able to add to its gold reserves quite 
considerably during those two months. But as the less fortunate 
nations began to exhaust their reserves altogether, this subsidiary 
source of dollars vanished. Sweden was compelled to rely more 
and more on its own reserves to cover its great deficit with the 
United States and the reserves melted away. Between July, 1946, 
and October, 1947, gold and foreign exchange were spent to the 
extent of 1,600 million kroner, leaving the Swedes with barely 
enough (600 million kroner) to finance their essential foreign 
trade. Bel^um.did not feel the pinch so soon, but in the autumn 
of 1947 it too began to cut its dollar imports drastically. 

Thus whether the nations of Western Europe emerged from the 
war shattered or prosperous, disorganized or commercially 
sound, the result after three years has been that the spreading con- 
tagion of the dollar shortage has engulfed them all. They have 
managed to export disequihbrium to each other. Nearly all have 
unbalanced foreign accounts. Nearly all have the worst deficit 
in the currency they need most — dollars.^ 

An d_deficits in.d oUars mean, m..the.-present..dislocation . of -the 
! w orld economy, deficits in wheat -and-fodder. in fuel and fertilizer, 
in^achinery-otall-kinds-— in -a-word" of-alL those-things which 
can_ces.tQreJKestern.,.Enrope.from„a..ja.nghng,„ jamming, broken 
®op^mi(unachine-lo..a-smoQthly,,w,orking, integrated and pros- 
. perpnadsystem,.- 

The dollar deficit also means that far from moving forward to 
^eater coUaboratioh, the nations are actually moving apart, 
the estimated deficit of all the participants in the Marshall Plan for the 

period April-June, . 1948 


Austria , 
S^isitini-LuxemburB 
Belgian Colonies 
Denmark 
Holland ■ . 

France • i ^ “ 

French Colonies 
, ureece ,• 

■ Iceland • 

Italy,- , ■ ,(’ 
•Netherlands 
Dutch Colonies \ 


(in millions of dollars) 


- 33 

Norway 

.. - 7 

- 80 

Portugal 

.. - 10 

+ 5 

Sweden 

- 7 

r- 18 

Switzerland 

.. + 3 

- 10 

Turkey 


-255 

Great Britain 

.. -241 

- 20 

British Colonies . . 

.. +70 

- 31 

- 1 

Germany — 

Bi-Zone . . 

. . - 134 

-149 

French Zone 

.. - 13 

- 96 

Saar 

- 2 

+ 12 

' . ' 
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Since they cannot satisfy Uieir \ital needs for food and fuel in 
Europe, they arc compelled to buy them in the New World and 
to try if they can to divert goods thither from old markcU in 
Europe As their rvserves of gold and dollars decline, they begin 
to restrict trading to bare cssenuals and, in so far as Europe is 
not producing them, mlcr*Eutopcan trade deebnes At the same 
lime, more and more care has to be taken to see that each dollar 
IS spent on urgent imports only Thus an increasing tolumc of 
less essential trade is either cut out or or^uuzed on a slncily 
bilateral basis, goods being etchaaged for goods on the basis of 
direct barter, to ensure that no gold or dollars are needed to 
balance any disequilibrium or pay off any debt Now barter is 
notonously the most restneute form of trade and leads to the 
increasing economic isolation of the nations that practise it Yet 
Europe at the end of 1947 vias a ueb of bilateral agreements, 
each rtinforcuig the stark economic sotexognty of the bargainers, 
each adding one more element of ngidity to a trading area on 
Mhich a sort of rigor moriu was bcgmning to settle As the 


Wcstcn] nations talked of greater coNspcration, they were bong 
driven— by neccssity~to ever increasing isolation This was the 
economic reabey of Western Europe late m 1947 
It IS necessary to underbne that the phraso “dollar sboitage" 
yis a sort of shorthand The teal shortages were wheat and meat 
and_Jiiel, and stec) Cut ihejaa that Europe- could not produce 
these necessities m sufSaeai quantity nnrf that they were only to 
be prcKured in the New World made the dollar (or the Argentine 
peseta) the only means of satisfjmg^Europe’s vital ncais And 
by the middle of V947, it was dear that Europe s own producuon 
would certainly not recover m tune to supply all these nods 
before the available suppbes of dollars ran out In such conditions, 
far from the situation m Europe leading inevitably and naturally 
to a development of mtegraiioa and co-operation in Europe, 
eveiy economic force was pushing the nations m the dtreetton of 
a self<enlred and desperate pobqr of sau\e qui pent This was the 
mov^ent which Mr MarshaU sought to arrest m his Harvard 
speech of June 5th, m wfaidi he asked the nations of Europe to 
consider their needs yobirfy and to find out how, by Working to- 
gether. they could establish not only the scale of their need, but 

and coUecuve acdon It impossible to speak of a Western 

ass9ealion_»uiout JalkSijSBUir the^fiSl^SnSicli 
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tocoisider 

together to bale. put tbe^Europeau • . fighting for 

threatened to s\yamp them, the nations sufficient lull for 

the life-belts. Mr. . MarshaU’s 

panic to recede and a more human and co-operati PP 

returnVffi=this:sense, .A^^^^^ 
idea of European co-operation and its scope and p rp 

be carefully: examined. A/i-ircfinll aid 

. ; Yetit is vital to remember that last two 

;;and;W, extern association— are essento^ d^tmct. ^ ^ . ^5 

■ y^rs the European, nations have received sever y 
; many dollars (about 9 billion) as will be . years 

two years of the Marshall Plan. But at the end o victory 

•they were if an;^bing less united than on the morro\ 

! The new American assistance can vanish in the same y- 
; be used to feed and warm and cloffie the people. It can 
over four years •which would otherwise have seen _ 

^ration- scale hi Britain and France, closed factories, in 
ployment and political disintegration. But in itse i 
: • compel the peoples of Western Europe either towm s 
: : from grea Only their policy and ^ 

/ brhig about such a consummation. ^ 

• y to ol wh ich the generosity of the .American p^9pl?..p ^.^^ __. 

;. N,hai ids of t hht^opi^ ofltiinope. But their decmion j 

Idle hatufe ofThe joE up which the tool ■will be emp y 

- '. \whether the job will be finished in the end. 
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AMERICA’S ROLE 



CHAPTER VI 

: AMERICAN ISOLATIONISM 

Wif there' were no 

United States on Europe in the ^ billion worth of supphes 

But with the possibility 

wil l enter Europe at with the use 

strators ancT^rts will be mtim y ^ behaviour and the 
Europe makes of these supphes an constant 

‘’"S chief interest ot the f 

relationship with e^^ougb in concerting their own 

sistent. piey will have ^culty e g ^ have con- 

policies and the task will be eve fluctuations in mood and 

tinually to adjust themselves o vi ^re precisely what 

pohcy across the AtlanUc. Ye you rely 

d number of prophets foretell^ lYisoSnS-kthe deepest 
on America? You must kno th^^il this outside activity 

instinct in its_p.QliticaLmake-up-an .. , ^mp. uhsettlementl 

is.;nV^thana.^rt.ptPX^^^^^^ 

In , any case, there L _a^umE.°, v^^r-£j--gjigu'^ving andjending. 

unable to^ustain^pro,^^^^^^^^ a marked 

. And' that slump, .^ih .enconiage^. , its 

feature of American ,pphcy,...i ..^^ ^P^ ^ factors fail to come 

driv^to waf- Tn any case, even if the >n election year, that 
int^^ronce- do not forget that ^ad that the 

there wUl probably be a change the 

newly elected, Republicans will was the Hardiog Administra- 

, lead of a Democratic President than was rne 
tibh to follow Woodrow Wilson.” a aiericampolicy containec 

. , There arejomdifferei^^ and unrepentantl: 

J : m tWSakbe— that Amen^J^^^^^^ MstalSeTaati-tlneate^^ 

. isglntionist. thaLit^TSP--C-tay..- — - , , 
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\ioknt depression, that lU policy is liUJyjo dcvcloiunjhc next 
jears on increasingly imperialist aod 3 figrcssnc-l}nM_and t^t, 
lasCoC all, the American clecUsc system puts a premium 
continuity in the conduct of foreign affairs it is a fonnidablc 
indictment How much of it is true? 

No one Hill deny the deep toots of Amcncan isolationism 
Every nation is, after all, isoIaUomst at heart The thing ffiot m 
thc^asi has distinguished the practical isolationism of Aracnca 
from the h ould be isolationism of other nations is that the United 
Slates has had the geographical, economic and political means of 
being isolationist successfully At the time of its greatest develop- 
ment, the United States had limitless possibilities of expansion 
mthm Its QHn territory and an apparently inexhaustible supply 
of raw materials inside its own frontiers No necessity of trade 
and commerce drove the Amencans overseas as the British had 
been driven They did not need new markets or new fields of 
investment or new areas to settle They only needed to extend the 
line of mtcrnal colonization further West 
They did not need to go out— and other nauons had UtUo 
chance of coming in Two broad oceans kept the rest of the world 
a convenient 3 000 miles away They bad Northern and Southern 
neighbours, it is true, but Cinada and the West Indies formed 
pan of a British system only less paahe ihan tbar own, and South 
America throughout the nineteenth century was not strong enough 
to launch an attack itself nor in a position to provide the spring- 
board for anyone else 

Opinions differ on the question why the South Amencan nations 
were inhibited in this way from becoming embroiled, like so many 
other weak continents (India, for instance, or Africa), in Europe’s 
expansion in the nineteenth century The American answer is 
that after the enunciation of the Monroe Doctnae m 1824, which 
denied the nght of any non-Amencao nations to intervene m the 
Western Hemisphere, the sohjanty of the two Amencas, North 
and South, held the ambitions of Europe m check But moral 
solidarity alone has never restrained any deterrmned aggressor — 
as the League of Nations was to learn some decades later — and 
the real reason why no nations came to disturb Amcnca’s isola- 
tion m the nineteenth century was that the British Navy kept 
them away AUhfl t li m cjsweJmejeen, the world was organiz^ 
pcaccftiUx^oo_the basis of the t^innra of i 

power m Europe and the supenor power of the Bndsh Navy I 
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ameiucan isolationism 

everywhere else. This system 

working and hardly vmble. Like the “ “““ „lessly and 
during the same period, ^ | of nature and not 

naturally that most people ^ ^ economic power. 

as a temporary , conjuncture 

The Americans had even more excuse th natural law. 

fact of history for ^ Seog^^ap y or e . • ^^^orld 

They were able to e.xpand as creating 

in which another Power was, without gj^y^^onment for that 

the best possible pohtic^ Llfw urb.elieving in isolationism, as 
expansion. Amenea -could- gr _ oj^^on and international 

V anjifeciw^£ohcy ^ ■ keeping all these 

inyolyements ^cause , the Britisn system 

: troubles to' 'a minimum. American belief in isolationism. 

\ ASotheLiaetpireuifm^^ • / !fin come sense an ideal 

It wjisJtb&iLYisipn brotherhood of man. 

community dedicated do the tvranny of kings and 

The eariy. severs came out to the 

governments. They built the first ® ^ religious and 

modern sense and made the fixs c p _ Independence, 
political toleration. After the i^e rights of 

L ideas of self-determinatioa for P“P'“ „t tto new 

man were enshrined in the , j sug achievement of a 

Republic and to those rights vywe Republic 

successful federal structure which d interests with 

the ideal method of combinmg area. This 

the. broad economic interests com thoinafienable 

ideal of a “more perfect * r^^of liappiness,” came 

righti)fmandorfife,fibertjtandThe.^^^^^^ 

?aiJStd“at intns^ai part of the American 

Th^i^ly great internal these 

.Civil War of 1861— was calculated to m ^^^g 

; basic beliefs on the Anaerican mind. words, to preserve 

the Union and to free it of slavery to 

the formula of . unity ^ahts laid down in the Con- 

extend to all American citizens me g “Fourscore and 

■ stitution. When Abraham Lincoln declax • Continent a 

seven years ago our fathers brougn . j j-q the proposition 

i aew nkn. conceived in Uirerly and dedreatt^ P 
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that all men aie created equal,*' he expressed Amcnca s deepest 
belief about itself, the belief that the federal union, unlike other 
nations, v as founded not on a racial or national community, but 
on the puntujt and realizauon of the rights of man 
Arocncan nationalism grew steadily m the century which, 
followed tbefounding of the Union Buttbc sense of being different 
from other nations — ^anff stipcnor to tlicm — ss-as reinforced by 
the stream of immigrants from Europe who came to escape, not 
^ as in the old imnugration from religious and political persecution, 
but from Europe’s poverty and economic oppression In fact, the 
immigrants found very much the same economic system as the 
one from which they had escaped AftcrJ860, the industnaltza- 
Uon of America was earned through at breakneck and to 
the accompaniment of strife, class war, the accumulauon of vast 
fortunes and the co*existence of fnghiful poverty But in America, 
until the close of the ceniuiy, the sense of economic opportunity 
was maintained by the open frontier m the West and Amencao 
society, unfettered by feudal survivals, did offer the hard-working 
and acquisitive worker the chance of becoming a captain of 
industry The U nited S lates, was tbcland net so much otinbezitcd J' 
wealth as of self-made men 

The tueoijeth ccotury, as we bate seen, sha ttciyl t hejeacefuW 
w^ld system in which isoiatioouio could providTXmcnca with a 
practicable pohucal system It also closed the frontier m the West 
and exposed the American economy to a series of assaults of which 
the most shattering was the Depression of 1929 But forty years 
of disappointment and turmoil are not sufQcieDt to erase com- 
pletely the roemoncs of Amcnca s long, golden youth Habits of 
mmd at once so congenial and so convetueni become deeply in- 
grained and the hankermg to return to a “nonnal world" roust 
inevitably take the form of a backward look to the nineteenth 
century when the rest of the world gave no trouble and within 
America itself the dream of limitless expansion and prosperity 
^ could still be passionately believed in and passionately pursued 
Under such conditions, it is useless to suppose that all desire for 
Holationism has faded front the American soul The longmg is as 
deep and as natural as the longing of all mankind for the lost 
peace and pnmal innocence of their Golden Age 
But there is no way back mtojte Garden, of^eo, and for the 
st thirty years Amenca has been making a painful readjustment 

o a world in which the pnna^ prc-condiiion of successful 
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solationism— the existence, supported by someone else, of an 
orderly world system — has gradually vanished (and vanished 
during a time of steadily increasing disorder in the world). The 
Americans’ adjustment was inevitably halting. The^_began the 
firs t World War in stri ct jmutralitv, butJSLere J.riven .from,it”By a 
doi Ale reactio n — by theirlFea lizati on of what the control of all 
Europe-b.y~GeEmaay„wmildjmean-.ta.their Atlantic_secudiy and 
by a revolt-against'the bmtal German methods of conducting the 
wa^ThOT eco nomic stak e_.in- an. Allied vlctoy— the security of 
their loans and the markets for their food ahdi machines (the pro- 
duction of which was boosted enormously by the needs of the 
belligerents) — gave birth later to the widely accepted myth that 
an unscrupul ous cons piracy'. oT Alhedj^plgmats and ^me^ 
b ankersJ iatLlumdihe JJnited^gtat es"int o the war- Books were 
written on the theme and became best sellers — thereby preparing 
the mood in which a great mass of Americans faced the possi- 
bility of a second world conflict. But this mood of cynical dis- 
illusion did less than justice to the motive power behind America’s 
decision to enter the war in 1917,..A “world, safe for democracy” 
wa s not a pro pagandist’s lie but a genuine hope. 

The story oTTfesident Willtm’s attempt to turn this hope into 
a concrete organization of world society on the basis of inter- 
national law is too weli known to need retelling. He succeeded 
in writi ng the Cha rter of the League of Nations intoTtheTPeace 
Treaty with Geman;^'By irAmerica would have been committed 
to sharing, with other peace-loving nations, that task of policing 
and maintaining world society which had been accomplished in 
a rough and ready and unformalized way by the nineteenth- 
century Pax Britamica. President Wilson’s insight into what 
would be necessary to maintain a peaceful world came, however, ' 
too soon for his own people. If he had handled the question of 
American participation in a world organization with a little more j 
political skill, had he not gone to Paris to become enmeshed in 
the “old diplomacy” and (as his opponents said) contaminated by 
it, had he, above aU, associated the Republican Party fully with 
his, a Democratic President’s, policy, perhaps he could have 
succeeded better. But basically whaL.dgfeated j^^ the sweep- 

ing desire of the Americans to return to the “nbnnaf ’ world they 
■haa^Soyra^Tfie “world of isolationism in foreign pSlicy^and 
ec 9nominexpan sio5rafTiomerNbt“~6hlv'Was the Treaty fej^ted. 
.together with the Charter. The United States withdrew from ^ 
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spMiiic conunitmenis such us its military guaraotce to France. 
Then the people turned with rdicf to the comfortable belief, 
shared incidentally by Dntain, that the war had prosed a dis- 
agreeable interlude for which an irresponsible Gcitnan Kaiser 
was largely responsible m the otherwise esen development of a 
stable world 

In the 'twcaties, the Amaicans departed a step or two from 
^''the isolationism to which they had ihanUuUy returned in 1920 
Almost unnoticed at Uic time, a Xund^cmal cconomic^^change 
had occurred to them durnig the war Fr om" being a^d cbtor 
nation, they had become the world’s greatest As such, 

they could not be wholly unaffected by the" problems of inter- 
national finance In any case, they were fairly involved when m 
1922 the British announced lhat they would collect only such 
reparations from Germany as were necessary to cover their war 
debt payments to the Umted States The Americans were drawn 
unwiiiuigly in and it was an American, Gcncral^Daw^,^who 
evolved the scheme in 1924 which made possible" 

German reparations {The fact that only Amencan loans to 
Germany made possible Uie surplus m the German trading 
account necessary before reparauons could be paid was not 
noticed at the umc ) 

In the political sphere, Amcnca offered no sustained collabora- 
tion It lived in us world apart, but occasionally Us growing sense 
of pbvvcr and mfluence encouraged it to make a sally. Such, for 
instance, was Mr_ KtUoggls excursion into the mtemaUonal 
aremuyien in 1928 he persuaded tbcTiaiionsjo sig^na Pact out- 
lawing war The Great Depression which burst upon America in 
the following vear ended for a tune even the mild efforts of co- 
operation practised in the 1920’s The nation in its troubles 
turned m upon itself and looked for revival wuliin its own 
frontier. Throughout the 'ihuttc$, the Americans played on th€ 
whole an inactive role in the attempts to gel some order into the 
internauonal economy Atjbe-Econonuc ConfcrenceunJi^, 
their iol5_was flatly_ncgauve In the poUucal field. President 
Roosevelt’s attempts to introduce a wider view in international 

*The faliowicg Cabl« sums up tin chaosc — 


C . 1919 1929 

Foreiga assets to the * 

United States — S3,68S itulhon $12,562 million $19,763 tmllion 

191^“ "* Imtrnsaimffl fmeumeru (The Brookings InsUUiUoo, 
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affairs were only partially successful. The United States co- 
operated in the International Labour Office and signed the Statute 
of the International Court of Justice. But as the danger of war in 
lEurope grew more imminent and the shadow of Hitler spread 
across the Old World, the profound reaction in the United 
States was to retreat into a“c6mplete and legislatively protected 
isolationism. '^It was^aLthis pouif that the myth about America 
haying beeli dragged into the first World War was most widely 
circulated and believed and the word “warmonger” became one 
pfthe'stfongi^t terms of political abuse.) InJMpvember,- 1939, 
th e Cdri'g ress,,passed., the Cash and Carry.,Act whereby foreign 
nations could acquire American, arms in. time of . war only if . they 
pa id cash and ca rried, them in their own, ships, and. at .the same 
ti me an . earlier Neutrality Act was jeyised and. strengthened- to 

States as complete 

as the isolationists could, make it. 

'THe next swing of the pendulum came as an earlier swing had 
come— by the realization of what a German yictory would mean 
to the Unitedr SIafer^and bv a~tfemehdous revulsion against the 
methods of warfare the Germans used. ByJ941, neutrality was a 
de ad iss ue, the fift y destroyers had been traded with Bntain and 
tlie mostihspired piece of economic statesmanship the world had 
yet seen — the offer of Lend- Lease, the “ taking , pf .the, dollar sign” 
ou^pf. \yar supplies — was on the Statute Book. Nevertheless, the 
convinced isolationists fought back. In 1940 and 1941, the 
“,^erica First” movement, headed by such an equivocal figure'- '' 
as Colonel Charles Lindbergh, was a force to reckon with in its 
violent denunciation of all policies calculated to draw the United 
States into the war and its tendency to appease the Nazis as an 
alternative to American intervention. When, however, war came, 
in Deceml?.ej:,_194J,,.it„came J,n„a„way.. that .silenced isplffidnist 
. andfa^easer alike. The Japanese attacked the American feet, 
widibliLwarnin^oLdeclaration. of Jwa^.atlPearf Harbour^ 

From that moment, there could bejnp mQre.is.Qlatipnismin.the 
old senseT For the first time in iThundr^ years the great Republic ^ 
. had'been' attacked from without. It was clear that if any security 
were to be built in the world, it could not be left to produce itself. 
The realization that America would now be compelled to take an 
active part was hastened by a profound psychological change 
; that, began to take place in the American mind as the second 
World War developed. The first war had made them a giant, but > 



nobody noticed at the time oa what scale, they ^cmsclvcs be- 
cause they were too busy to look about and make compansons, 
the Europeans because th^ still coaintained intact the sense of 
their own greatness (France’s growing anxiety for security 
between the wars suggests that that most logical of peoples had a 
shrewder idea than their neighbours of the change m the world's 
balance) But in the second World War, America's strength was 
so pre-eiruncnt, so obiious, so oicrwhclming that the Americans 
themstlvcs began to realiie the change. They had bclicied a 
world system to exist around them which, if they left it alone, 
would do as much for them Now they found that a very large 
part of that world system was apparently made up by themselves 
Even ifthey wished to ‘ cash out, ’ there was nowhere to cash into 
It was clear that they would have a major hand in prepanng 
the peace and one can imagioc howMhci r. coll ective unconscious 
went to work “At least we will not repeat the i^iakcijoryi9 
This ume at least we Know wbaL.lo.dCi,” SecFin retrospect, the 
mistakes of 1919 seemed to be fourfold TI^Great Ahtancn-had 
broken on the morrow of_viciory This lime, tficn, the agrecroctit 
of the Great Powers vs ould be the cornerstone of the peace settle* 
mem and the specific amngcmcnis decided on at the roe eung of 
the Big Three at Teheran, Yalta, and Fotsdam. would lie the 
basis of the peace Last time the United Sia^ had refused to 
enter into the orgammiion ofTnlcniallona] soacty Now, there- 
fore Amcnca would play a leading part in creating a new United 
Nations After 1919 the German aggressor bad been allowed and 


even encouraged to revive, expand, rearm and finally fall oa his 
neighbours again This umc the very means of rew al wouli^be 
remojed As far as possible Germany wQuld-Jbcconie a pastoral 
country L^ly, insuffiaent mtemauonal effort had been made 
after the 1914 war to repair its ravages quickly and to restore 
economies shattered by war In the difficult years between 1919 
and 1924 were sown most of the seeds of future conflict. This tunc 
the~wQ£ld..ecQnon^ should be restored specdily^^d the" gap 
betw eenjvar ^nd reegv et y~bn dEed foteach rieedy nation^ This 
^ swnd task would be cnlrusied to an international organization, 
NaUoosJlfilicf aadjiebabiitanon Admiais^tioo. 
nt^, whose Internationa position and economy had becn^par- 

ncuiatiy uDsciUed, would xecawalarge Joan. The larger task, that 

Viv^ ^ funcuomng World economy, would be accomplished 

by restoring stable exchanges through the establishment of an 
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such as 

those fetters particularly control by the setting up 

quotas/iinport hcences, ap and supervise 

of ah International Trpde:Pxga^ ^ tendencies to dis- 

the basic rules 

would in part be met by f^^^^f.^Led^but deserving nations. 

struction to make caphal advances to ^ the 

' This,, then, was Qrtainly 

United States approached the probl tP^ demanded the action 

it yi§s;,natisoiati 9 nist. On the turn. Yet there 

and intervention of the Umte otd philosophy. For one 

lurked in it some last fading ^park of the om P^^^y ^^^ pld-ims- 

; thing, it looked backwards. probkrns of .1945^ -1?;^ 

: ta^s-oL19.19.-r,athet„te^^ the kmd 

: another,, in looking back, it m legitimate to seek, 

of world order which it would remarkably nineteenth- 

• ■ and tins world order began to ta trade and stable 

century look. No one would j „jg all desirable things. 

.exchanges and a functiomng wor , methods, par- 

But thlproblem in 1945 was bring about the . 

ticularly the old economic me Lr^^j^laevitably a complex 
desired result. If the Amencan rnieht say that after the 

thing— can be fairly summed up, o ^.^^d of readjustment 

victory of 1945 the Amencans fore recognizably “normal 

followed by the ^®'®®*^^!^^^®“-„^ 7 ations would deal with any 
■ world. The new international °^sanizati ^nd Japan would 

pressing problems. The pccupation o Americans would be 

1 : i. feet liability, . but over a large Am® „ 

able to pursue tbeir own ^ams as y . ^i^^Qj^st. It is rather 
would be unjust to, call this state o , ^ brings over with him 

•the degree rf isolatiomsm an “S^“„%Uon. , 

after a sincere conversion to mte -arrv” could not survive 

But just as the mood of c^h ^n ^ “normalcy 

; the brutal battery, of 1940, so the policies upon which 

barely lasted through 1946. , One ky ^ unworkable. Russian 

so much reliance had been place p . deepening of 

irfinRipe.nce destroved the political P ’ nroved well- 


— -- p„wer agreemeub — 

Europe’s, ruin the economic,.- Four- r ondon Conference m 

nigh impossible from. the time of e willing to con- 

1945, and even if the Western Po 


tinttc thctr efforts at conaliaUon longer,* it seems obvious that 
sooner or later they %\ould haw been forced to break with Russia 
over Its policy of “defenswe aggrcssioa" in Eastern Europe and 
Its unilateral policy of stripping the economy of the Sosict Zone 
of Gennany The. breakdown, of Four-Powet agrccmeaLicduccd 
the effectnencss and prestige of the Umted-NaUoaaJUid made it 
an iticrcasin^y doubtful instrument of international policy. The 
dc-industnalizaUon of Germany decreed at Potsdam became one 
of the chief factors m Europe's failure to revive. Last of all, 
mnter and summer conspired to hasten the economic disaster 
of 1947 This crisis would have occurred in any case The truth 
was quite simply that the S9 ot $10 biUion the Americans lent 
to Europe was insufficient to correct the profound discquihbnum 
created by the war The winter cold and the summer droughts of 
1947, however, brou^t the crisis to a head sooner and gave it a 
more dramatic development 

The first clear warning came at a pomt.whcre politics and 
economics overlapped. Since 1944 the jloUshJiad'b^n'lioIdtog 
the line agamst Communist expansion in Greece In the summer 
of 1946 the Americans vvcrc wamcd—privaiely it appears — that 
this commitment was proving an uicreastog strain on Britain's 
straitened resources Desultory cxci^gcs couUnued through ibe 
autumn and winter Then came the great fros^ and-lhe sudde n 
industrial crisis m Bntairu For a fortnight Industry closed to 
prevent the complete breakdown of the electricity gnd Milhous 
of pounds of exports were lost Nev^epths of economic stringency 
opened before the Bntish Government They announce 4hat 
by March 31si all Bntish troopswould be withdrawn from. Greece 
It is probably at this pomt that the Amencans’ hopes of 1945 
and 1946 finally vanished They woke up m a cold and angry 
world m which their friends seemed to be on the verge of rum 
and their albes to have turned into bitter enemies It was a 
moment of considerable atann and bewilderment and the first 


reaction of the American Government tended to increase both 
^^enuTruroau presented a mci^ge to Congre sS-askin g fo i 
S400-iniUio n to bo lster up l^sccunty of Greece_and Turkey a: 
part of a programme toj:b^ the eatension_of~GomiD unffl i 
everywhere The Amenrans felt unmcdiat^y that they were bcin^ 

veloed 'Vinter It «4 

to^ autumn 1S46 ai an wstrunwnt of economic assislano 


✓ 
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asked to accept a new direct liabiUty at the end of which might 
In the long debate “ 

tonity to show P'f“^^*^5*,tolEresidentiolJwU^^^^ 
proposed to them. They .-rr;"" "". ^rmed conflict with Russia, 

oathe United Nations, "unnecessary world 
for^h^ng.,.4ctatorshLp, for ° ^ the first step 

crus^forj^g Amer^ finally voted- 

towarda_W.gsting_Americaii,snen. = , cjaW of drift and 

unwillingly .and grudgingly anud a general leelmg 

indecision. . ■ . Ever 

The critical vokes w^ejiot the o y vome , 


Unite^ates,did,npihingiQ^n • took a firm 

be no end to Russian ambitions , . they had. the.atom 

stand began to spread. the same, 

bomb. There y/as loose talk- of a^t f^tt increasingly 

those who criticized and ohcy and that their 

that the United States was .^^ith the uncer- 

, Government was at a loss. T ® tension of men facing a 

tairity, the irritation and prevent, 

danger which they feel powerl Secretary ,i)f.State, 

. T%wasThe_moQd.QLthn.p.espl^w 

Mr. Marshall,.-made, his... speech ^l-^-.pratgr. Here it is only 
speech will be described explain the extent to which it 

; necessary to ^ve Its outhne an P j^g starting 

calmed and guided. A^eric^^^ stability andj 

waTtH^rfTcT that there hungered and in 4 

economic recovery m Europe so long m hoarded! 

. dustry was halted for lack o . ^^^eg produced' all the dis-| 

. ..foodstuffs and the shortage of nations of Europe! 

... locations of increasmgly grave ^ati dislocations by their 
had not the means to put an e concert a programme 

. own unaided efforts; therefore, ff they won ^ with an 

of what they could do to l^fP ^f^S’need from the Neiv 

. estimate of the extra assistance ^ey ^ States should 

World, he^would recommend that the um 
provide the needed assistance. 
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Mr Marshall's spKch ^‘i™5*?^ungct3‘' 

poverty to be the “'""“'“f ^?^|^^onstiltalions It mpltol 
raHoBS without dtstinctton U,e mostclEcaa® 

that the restoration “[ time, tt SUK!“*J'>° 
raethod ot keeping the penee the whole burden 

faet that theUmted States v,ojddno^“^^S 

bnt rather suppleoienung ’“'“‘'J ““S^^.A^eJiegaUieand 
nations to help themselvK ‘^^^^-j^-SaJniiV-MatshaU 
mihtaryjharacter of 'be Ithth™-® j j^jjll 5 l],j_a^sime 

Plainoffctedan millet for *b!enS“'b«I^ “"^j^i^jilyjhat mthin 
plan for containing Communism a^_^P ^ to 

a reasonable time the r^he new approach was 

-'stand on its own feet The ‘‘JPf °/ Uwee" the 
immediate and widespread and m *b' “ ™ ^ Special 

enunaauoa of the Truman the first phase of the 

Session of Congress tnNovemUr o dtsn^ Ac^'alp^^^^ 

MaishaU Plan— Intenm^id to Italyj^n p^ppls 

three naUons nearest to cotopse-tte f and 

changed almost uncccogmrably From “ ““““ confidence 
frustration, they moved to " ^ ^ „ agam they could 

For the tunc being at least, they t' ' 'b“' f gleeful 
see the road ahead and know that it lay towaids n mote pe* 

and prosperous vtorid .Iiav had moved 

'They probably did not even 

from their former posiUon— of hankering behef 

Now they had even abandoned "V'^^diuons would 

that an almost automatic revival of nor^ condiU m 
restore the old recognizable, famihar world , commit- 

brink of the heaviest and roost generous anyone 

ment ever taken by a nation in time of peace and ^ an 

really had the opportunity of working out an 
isolationist had become a man who thought a 4 -bilho 
gift would be enough for Europe in the first year 



CHAPTER VU 

boom and depression 

, i record of the Ohited Stata “tog bursS- 

detaU for the last fifty years ^,3 pendulum have 

tamed retreat from iSohtiomsm. g receded 

occurred, but each tune the b , . - saving has always 

as far as its point of departure, idea of active co- 
carried. the people a few degrej^ cl of advance 

: operationMn the econormc has 

has been mamtained. Over ^ osciUations, and 

: increased. But there have also bee the future of 

difficult as it would be to hairs it would be a thousand 

yAtnerican thinking on mternation ^f forecast about the next 

times more difficult to make As we have seen, the 

phases of America’s economc ® . ,F denounce as folly any 
critics stress its “inherent ce The supporters of 

reUance upon sustained American sta^^^^. economy 

America stress , its prosperity an ^ Americans at the 

■ could have produced the surplus which tne 

moment are ready to share. m a book of this size 

; >?^at are the facts? a® economic system, but the 

\ to; attempt an analysis of the undoubted instability can 

two factors of extreme Ptosper^ ^nd un 

perhaps be -pursued a little turtn ’ hapter that American 

It has been ppmted “^ion wto unrivaUed advan- 

geography and history provi Mnitalist industrial economy. 

V the creation of a ™X?o^ “P’ 

It was, from time the West w P resources for 

. .- trade rarea in the world. It had aU m ^ i! 

.industrial development, ° capital and expenence of th 

, . race, it profited, by the accumulated capha . 

industrialized European ^lations wffich, w every maimer 

/ began the industriakzation of ^er . industries 

y of enterprise. High prodigious : economic 

and grew with *“^8'°^Um“ed States economy received 
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too Viul sumolj from and m bo“ 

•was the icmlory of the not only for its 

necessity of providing ^ . .. brought about an 

effort, but for “f t £s of wealtb 

economic expansion out of all pro^^ aromumaon Betvsecn 
represented by sunken ships and equipment rose 

rnoiTprSrrofe\r;s‘2«&i^ 

manufacturing increased by 37 P®' the processes 

The war had another Scency burned 

of sundardrjnuon and of ,ho rnvenUon of 

,1,0 dovelopment of new tacn^o fXwed-a decade of 
new machinery In the decade branch of the 

conaUnUy eapandmg prospenly m Smty as a whole 

economy'-the producuve ca^city of 

and of each worker individually was stunulatcd by P ^ 

mcrcase m the amount of horsepower put lO- 

haads Between 1919 and Wf agncullure 

creased 49 5 per cent in manufacture, 62 2 per cenv m &* 
and 60 3 per cent m mining 
The Great Depression pul an end for a time to 
taking expansion of wealth. In 1939 °Lf_ reoeated 

xseie rou^y those of 1929 But the second World 
the expansion of the first, this time on an eve gr jj 

Between 1939 and 1944,’ as we have seen, the gross na 
‘ The National Income increased froin Si9 4 billion in 1921 10 587,2 biUi 
1929 

‘Increases in AmeiKan Production 1939-42 — 

Item. 115 123 

Farm markeUngs, volume (1935-39=100) total W **’ ii9 

‘^“iSoclc *0* ^ 

Industrial production (t93S-39=l<XI) 1^ 258 

Manufactures " 360 

Durable manufactures ..j 176 

Non-durable manufactures 1^ :7, 132 

Minerals 

Sdected commodities ptodocuon -- ,o.o,< 5U149 590177 

Coal bituminous (thous stuMtoo^ 294855 j coi 

Crude petroleum (mil. ban^) 1 265 2.402 

Electric power industiial and utility (cuJ 

kwirs!) 161 308 

Si^ ingots and steel (or castings (thous 
short tons) 52,798 


208,306 267,540 

82.837 88 836 
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product increased by close on 100 per cent. In four years the 
Americans built up on top of their old economy a new one of 
almost , equivalent size. The same phenomenal increases in manu- 
facture occurred, the same stimulus was given to new methods 
and the use of new materials. The United States in 1946 and 
1947 was without peer in the world and its economic strength 
was unique in the entire history of mankind. No community had 
ever accumulated such wealth. No people had ever enjoyed such 
a standard of living. 

So much for the prosperity — a phenomenal, astronomical 
prosperity compared either with the contemporary standards of 
the non-American world or with the levels reached by any past 
age. Yet any visitor to America in the last year must have re- 
marked the fact that the Americans themselves seemed less 
impressed by their wealth than worried by the fear of losing 
it. It is true that the years since the end of the war have been 
years not only of increasing wealth, but also of stress in the 
national economy, expressing itself chiefly in inflation and in .. 
troubled labour-management relations. Yet it was difficult at times 
to see why such disturbances, which were relatively such tiny 
ripples on the surface of the great flood of production pouring 
from the fields and the factories, should have given rise to such 
intense preoccupation and such real foreboding. The reason is 
that the American economy in the past has proved itself as un- 
stable as it has been brilliant. Like an inexplicable genius, its best 
performance is breath-taking, its worst unspeakable. And as with 
the genius, nobody can really fathom the reason for either 
standard. 

The record of instability in the American economy is unmis- 
takable. At roughly ten-year intervals, production has slackened, 

' unemployment has increased, prices have fallen, and after a period 
of stagnation, sometimes brief, sometimes rather longer, the 
economy has drawn breath and begun again the spiral of recovery. - 
On two occasions in the past the most violent slumps have - 
occurred after the equally violent maladjustments of war — ^in 1866 
and 1867, after the Civil War; in 1920 and 1921, after the first 
World War. But the most prolonged depression to strike the 
United States began in 1929, and after two or three years in the 
trough, the economy had only managed ten years later to regain 
the level prevailing before the simnp. This depression did more 
than retard'the.grbwth of American wealth. It delivered a desper- 
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ate blow at tbc basis of business confidence and psydiology m 
the United States For some lime it destroyed all trace of public 
confidence m bankers, business men and the Republican Party 
And m the business world itself, it created a nervousness about 
the possibility of recessions, a tendency to feel the economy s 
pulse which his been particularly marked in the last two years 
The nervousness is enhanced by the fact that few people arc 
agreed on the causes of the catastrophic phenomenon and even 
fewer on what should be done to counter it. It is as thou^ 
business men were swimmers condemned to bathe m seas know n 
to produce vast tidal waves without any sort of warning. 

It IS this uncertainty of diagnosis and cure that makes it par- 
ticularly ditficuU to answer or even argue with the critics of tbc 
American sjstcm who say ‘ But America is heading for a depres 
Sion and then there will be no European Recovery Programme " 
However the criticism is too relevant to be ignored Some 
attempts must be made to assess the likelihood of an Amencan 
slump and its effect on aid to Europe Perhaps the safest way 
lies in comparing (he conditions preceding the slump of 1929 
with the economic position tosiay It is, after all, of the 1929 
Depression that most critics are Uunkmg, for a short recession 
and readjustment might not necessarily have much effect upon 
America $ foreign relations The quesuon is whether a slump of 
the proportions of 1929 wiU come to reduce Amcncan production 
by 50 per cent and pul an end to all giving and lending 


The first difficulty in analysing the conditions of the 1929 slump 
is the part played by business confidence” Was it simply a 
sudden scare among investors great and small that toppled over 
the tremendous edifice of wealth built up during the boom? If so, 
may not the extreme consciousness of the risk of a depression ^ 
which IS observable in America to-day have the same effKt? No 
dogmatic conclusions are offered throughout this chapter, but the 
evidence suggests that the slump of 1929 was preceded by sobd 
economic phenomena — such as a fiill m industrial productivity 
and a decrease m consumption — which would have led in time 
^ ^ whatever Wall Street had done or not done mean- 

while, The fantastic speculative boom of ’28 and ’29‘ merely made 
the crash more terrifying, sudden and preapitous and probably 
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involved a deeper plunge simply because prosperity had climbed 
so high and lost contact to such an extent with its foundations 
in real earnings. It is therefore to the deeper causes of economic 
disturbance that one must look for an explanation, and three at 
least bear a heavy share of the responsibility. ‘ 

- The first is that in a completely unregulated capitalist system 
the demand for producers’ goods — ^for machines, factories, instal- 
lations, for all the means which go to produce consumers’ goods 
— ^is necessarily cyclical. Equipment does not wear out at once. A 
factory, once installed, functions for a time without replacement. 
And since the extensions of plant and machinery are delated by 
the confidence of thousands of unconnected entrepreneurs, their 
investments will tend to increase all at the same time when busi- 
ness prospects seem good and faU off at the same time when a 
decline sets in. Their psychology therefore hastens the boom and 
increases the slump. So incidentally do the traditional methods of 
governmental finance. When times ate good and industry is 
buoyant the Government has less need for revenue to meet unem- 
ployment and other charges and can count on a high income from 
both direct and indirect taxation. The instinct is therefore to lower 
taxation and thus increase the upward trend of business. "V^en a 
depression begins, revenue falls off as consumptio n fall^ ahiOn- 
co mSs~Tiw ifldigc'The cneed':j sr.tBSrefof^.1ar~mpre. revenue . and 
inc reased taxa tion. Thus the State helps to , press the economy 
fart her in its downward 'pathr" 

The prelude to T 929 was no exception to this rule. The first 
warning notes were sounded in 1927. The fall in output began, 
as might be expected, in the producers’ goods industries. Invest- 
ment in capital goods fell by some $770 million. The building 
trade slackened its construction both of homes and of business 
premises. The output of new cars was 22 per cent, below the level 
of 1926. For eighteen mouths more the speculative boom con- 
tinued, but the vast increases in stocks and shares no longer 
represented any real increase in the community’s wealth. More 
and more of it was simply trading in title deeds of ownership as 
though they were real commodities. The crash, in fact, began in 
Septeniber, 1929 (after the news of the Hatry affair had caused a 
wave of uneasiness in both London and New York). But it would 
have come in any case before many months had past. 

• ^ TKe examples in the next pages are drawn from the United States, but the 

general criticism applies to, any unregulated system based on industrial capitalism 
" and would apply to the econotpic union to be established in Western Europe. 
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The second danger signal to appear in I927_v.a^a ui con 
sumptten One of the general explanations for the instability m 
capitalist society has long been the failure of the system to dis 
tribute sulfaent purchasing power to consume the goods which in 
prosperous tunes are poured out m ever increasing quantities 
For one reason or another the buying power of the millions lags 
more and more behind the producing power of the machines 
Stocks pile up Production slackens Men become redundant and 
are dismissed and with Uie loss of their purchasing power con 
sumption falls again In 1927 the bc^nnings of this downward 
trend first showed themselves For the first time since 1921 (with 
the exception of 1924) the increase m wag es and salane i^fell 
below si 5 billion In some years the increase had been well 
above this average Tvow it fell to only $400 million Taking the 
wage bill by categories there was little gam m manufactunng in 
sp te of increases m output and ^efCJ^aSJ^poslUve/alttn build* 
ing, miiuDg*.niid.4iada. Uncmploymcntancrcascd and a-dedme 
tooXplaca.ui.what vs normally the mostfiable part of the market 
—the purchasmg of perishable goods Superficially at least it is 
possible to attnbute this falling away simply to a slackening of 
demand m the capital goods sector of the economy In fact, the 
evd went deeper A study of the Anaencan National Income 
between 1923 and (929 shows that while mdusinal production 
all but doubled between 1921 and 1929 the rising share of wages 
and salaries marked only a 40 per cent increase During the same 
period the share of the farmers in the National Income which had 
stood at 16 per cent in J919 fell to 8 8 per cent la 1929 But 
dividends over the same penod increased by 100 per cent In other 
words the itojLs.share,of.the wealUv-created J>y the nevy pro 
ductmty was^gomg to the relatively restricted <^Ie oCindustnal 
prop erty ownen The point can be measured in another way by 
pomting out that on an average in the twenties and thirties 90 
pet cent of the liquid wealth in the United States was held by 
only 10 per cent of the families 
This failure to create a purchasing power corresponding to the 
machines new capacity to produce was one of the deep causes 
of the decline to the American economy which be<mn to show 
Itself in 1927 It also aficcted the final snowballing of the crisis 
^Vhe^ the warning signals of an exhausted market began to 
appear the huge profits eami^ by business were not used either 
to increase wages reduce pnecs or umlertake new capital develop- 
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meat — all policies which might have helped to arrest the decline. 
On the contrary, some part of the reserves held by industry were 
thrown into the speculators’ saturnalia on Wall Street and helped 
the last steep ascent of the market before its spectacular collapse. 

This fact throws light on a third cause of. depressions — the 
tendency of heavy industry to organize itself on an increasingly 
monopolistic basis and thus court the temptation of selling fewer 
goods at a high scarcity profit instead of expanding output and 
recovering profits by large sales of cheap products. This element 
of rigidity can be overestimated. We have seen the extent to which 
industrial production expanded in America in the ’twenties. 
“Monopolists” who achieved the virtual doubling of the American 
economy in a few years can hardly be called timid. Yet it is true 
that after 1927 expansion slackened and profits instead of being 
ploughed back into capital development were ploughed under in 
Wall Street. 

A more striking illustration of the failings in business planning 
can be seen in the fact that aU the ’thirties could achieve was a 
return to the production of 1929. Yetrj)y__1944 another doubling 
of the American economy had taken place. It irgeherally admitted 
that the ' chief "ageht irf this "phenomenal advance was the huge 
investment of the Government in war plants and their anciUaries,^ 
in other words a vast capital expansion. When this expansion had 
taken place, it was discovered that America had sufficient economic 
strength to devote nearly 50 per cent, of its resources to the war 
effort and, -with the remaining production, achieve some surpris- 
ing increases in the civilian standards of its people. What was 
more natural than to ask what heights of prosperity might not 
have been scaled had the whole 100 per cent, been devoted to the 
civilian sector? And what more obvious than to ask whether an 
economy which proved to have such a tremendous slack of man- 
power and materials to be taken in in 1939 was being given the 
degree of capital expansion by its business men that it could really 
afford? All the plans for capital development of all the big com- 
panies put together would hardly have doubled the economy in 
so short a time. Could it be that a completely unregulated system 
was be'i^ning to be incapable of expanding production to the 
. real, economic limit of the country’s capacity? 

. Such questions would have seemed heresy in 1929. If business 
itself could not produce the necessary capital expansion, there 
was . only one other agency capable of doing so — the Government. 
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But tn 1929 the Goveroraent was a business man’s Govcmmtnl. 
In ihe first place, faced the future with the blandest confidence.* 
In the second place, e\cn if it had had forebodings, it would have 
been horrified it the thought of actively mlcrveiung m uiduslnal 
policy It was^e Depression growing deeper as the 
opened that changed Uic phdosophy of America and prepared 
for us acceptance, under President Roosevelt's Kew Deal, of the 
thes« that goierameat can be used as a purposeful instrument of 
economic stability and social progress 
This then, was the background to the 1929 slump — wild specula- 
tion on Street fed in part by tlic undistributed profits of 
business, a marked falling off of producUon m the capital goods 
sector spreading to other secuons, a deebne m pufchasmg power 
and in employment and a Goverrunent committed by tempera- 
ment and philosophy to non intervention Is the position in the 
United Stales comparable today*^ 

It is uupossible to make absolute predictions When, in Feb- 
ruary, 1948, a sudden break occurred m gram prices, American 
comment seemed to be almost exactly divided between those who 
thought It was and those who thought it was not the signal for a 
recession Prophets would to any case be warned by the unfor- 
tunates vs ho in 1929 attempted over and over again to make cate- 
gorical forecasts of returning stability The difficulty is that even 
if all the factors are different from those of 1929, it docs not 
foUow that there wiU be no decline In an economy of 145 nullion 
people, guided by the choices of thousands of different busmess 
executiv es and conditioned by the reactions of millions of fanners 
and worken, the factors pressing on production, on consumption, 
on contraction and expansion are so various that the chain rc- 
acuon of the trade Qcle may be set off in a thousand different 
places and for as many different causes Yet having said all this, 
it IS possible to say, very cautiously, that the major factore which 
have seemed to produce major depressions m the past were not 
very much m evidence m the Amcncan economy in the early 
spnng of 1948 


In the first place, war itself Iiad acted _as an economic planner 
on a majo r scale. As we have seen, it had doubled capaaty and 
^ven the country an unparalleled capital expansion Dunng_ffie 

*** a ihe Uaioo a Oecember. I92S. Mr 
<Jeda«d *• No Congress of U>e United SUtes exxr 
t^^esect iSeasin* pcospea than that which appean at 
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some sicns of timidity in the Iasi two years New tnd us^ alisU, 
such as\fr Henry Kaiser, who arc attempting to SrSk mio the 
sicred nng of stceF. motor manuraclurc. and Wall Street finance, 
complain that cicry obstacle ts put in their way. The hcanngs 
before the ffarnman Committee led to a violent disagreement 
between the industrial and non industrial members, the former 
asserting that a further expansion of steel production w-as physi- 
cally impossibli, the latter that at least 3 million tons more a 5 car 
could be produced to meet the urgent needs of both Europe and 
the domestic market It may well have been this struggle that led 
the powerful leader of the United Automobde Workc^^lr. 
Walict^u^cr, caily m 1948 to denounce the stwl industry for 
practising monopolistic rcsiriciion m the imcrcsis of maintaining 
scarcity prices Even so the disagreement must seem a hide fan- 
tastic to Europ<.an cars Which is the decisive figure? The 3 million 
extra tons that could be produced or the 76 milbon Ions of ingots 
and castings that 10 fact flow from the mills'^ It may be that left 
to themselves (he business leaders m the steel industry would 
fait to expand and might even contract their business The foci 
remains that for the umc being, the production not only of steel 
but of every other basic commodity is so fantastically large that 
It IS ditficuU to list failures of expansion as a probable cause of 
recession m 1948 

Other economic differences could be noted— for instance, the 
almost complete absence of a Wall Street boom On the contrary, 
industna! stocks arc listed, on the whole, below their actual earn- 
ing value But it can be argued that the biggest contrast between 
1929 and 1948 lies not in the economic but m the political sphere 
The old bland couSdcnce has vanished Most Americans believe 
strongly in the free enterprise system but few of them arc con- 
fident that ii has found any solution for the recumng crises of 
depression and unemployment In fact, for the last two years, the 
business world has tended to sit with its hand on its own pulse, 
watchmg anxiously for any sign of rising fever Whereas in 1929 
and 1930, statesmen, business leaders and experts of all kinds 
kept repealing that prospenty was just round the comer, the 
mood m 1946 and 1947 was the exact opposite Every wobble m 
the pnes line, every tendency of pnees to break was immediately 
gr^ed With, openly expressed fears of an immediate recession 
The other poiiucal revolution is the changed American concept 
ot what government may and may not do Since the war, there has 
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Similar osciUations iq the pncc line Indeed, the 1947 fall had been 
sharper There v^as, too, a reasonable localized cxplanauon for 
the sag in wheat The 194S harvest was after all promising to be 
a good crop and the expectation of shortage, upon which the 
fantastic autumn increase had been based, vanished with the 
good news from Iowa and Kansas It was therefore possible to 
maintain that the 70 cent fail — which left the price of wheat still 
abo%c the already inflated levels of 1947 — represented no more 
than a “Squeezing out of excessive wnaiioa IQ spite of all the 
tremors and unccrtauiUcs, the depression still seemed to be 
holding off Meanwhile, ibc sbgbt fall jo pncc was of some 
assistance to the European Recovery Programme It meant that 
the dollars voted would procure more gratm It also meant that 
some fanners began for Uic first tune to cocL a watchful eye at 
their European markets and to wonder whether after all Govern- 
ment buying of gram and meat might not prove a valuable 
bolster to farm incomes 

But if a certain teotauve opimusm is pcnnissible for the immedi- 
ate prospect, the further outlook is by no means so promising. 
Perhaps the greatest quesuonraark banging over European 
recovery is paradoxically, America’s chance of avoiding a major 
depression It is difficuU to believe that with a senous fall m 
American production and employment, the Republicans— the 
Democrats either for that mattet — would be able to resist the 
traditional pohey of rcucachracnt on Government expenditure, 
and popular feeling would need considerable education to accept 
the proposal that free gifts should be given to the Ruhr and not 
to Pittsburg In the past, depressions have always given the signal 
for an Amencan withdrawal upon itself almost automatic enough 
to appear a reflex action It would need leadership even more 
inspired than that of Mr Roosevelt to persuade the Amcncans 
that intemaUonal pump pruning was the road to recovery 
And even if the idea of pump pruning were accepted (and as we 
have seen there is at least a chance tiiat it would be) the over- 
whelming demand would be to see the domestic pump pnmed 
first. 

Apart from the financing of reco\cfy, the problem of the 
physical availabih^ of supplies would also anse in aa urgent form 
Between 1929 and 1932, steel production fell from 56 nulhon tons 
to just over 13 milhons Wheat and cotton were ploughed m, 
hogs destroyed, millions of acres withdrawn from cultivation 
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IS AMERICA IMPERIALIST'* 

T»ocnU~isn3S of American policy have &uU lo be examined 
the major cnticasm that behind «s cloak 
and economic assistance the Unitcd__Stat^ 
impenalist Pov.cr bent on world domin ation^ the yond* .trujipr 
cnUcism that aid lo f.aiops cannot become 3fl iSSUCjlbfliAI^^^y 
and wiH therefore collapse \niU a chaise of govemmenL 
The lines of the major cnucism are reasonably familiar They 
are the stocl. in trade of Macusis-cicrywherc and non Marxists 
of the notoriety of Mr Jlen rv Wa iiacean America have gone 
fat to makt them their ovr-n The se roen _beUc^ that- the Untied 
States has embarked upon a pobey of e c onomic _dpminnUaD 
which may at aoi. lime be backe^^ Diilitaty_meaDS They 
argue that the expansion of Amencan business m the United 
States dunog the recent war is now being followed by a new 
pressure to find markets elsewhere and to bring them under m 
elusive Amencaa influence A mencan bu siness meahasw-receivcd 
initial advaaiascsan CermanyjuuUiapan Amcnotn companies 
are buying up firms on tiechcaE_ ji\.ItaJyjind Fran^ Antwrican 
goods are flooding into the Middle and par East andonving out 
those of non Amencan compwUtors vhicrever this expansion 
goes so runs the argument reactionary regimes are bolstered up 
or popular democmtic regimes arc crushed out of existence and 
m their place are set up ggvemments of bankers subsvfvtcnt iq the 
uitciesu-oC.V/aU.StKai. It is therefore obvious that the Europ ean 
Recovery Fiogramoie is smply one more-Uclic iti^thc general 
strategy of Amencan^economic impenahsm Threatened with 
^ tremendous, surpluses at home and by_jhe dvvnndlingjifjdollar 
rts«ives-abroad ERP is sunply a device for dump n g Ame ncan 
goods in Europe and thus captunng the markets peiro^anently for 
Amerjeag exploitmion Bchind^ERP as behind everything else 
bes tliejiaoLbraia andlinuUess amliiimn“or’ iFe fniststindAVall 
S^reei^ 

^ contojt with economic control the 
United States is ready sh ould a depre ssion- come to secure 
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political andjgiilitary control as well. Seen in tliis light. Western 
Europe is to be built up solely as the springboard for an attack 
on the only Power capable of challenging both American supremacy 
and its capitalist mode of production. Behind every other-Ameri- 
c an move is th e-,fiinda m ental aim of attaffing and_aimiMatin 
S oviet Russia. Thus -Stated. the critici sm of “American imperial- 
isia.’’..appears in Jts extremest f orm. Many critics would not press 
it so far. They would say not that America is consciously planning 
an imperialist struggle, but merely drifting in that direction. But 
in essence, this is the picture which every organ of Communist 
propaganda is driving into any ear that will listen and into all 
the ears that must. 

. Wh at is to be saidL.o£it? First, perhaps that to assume a sus- 
tained and detailed strategy for any nation governed as is the 
United States is to assume the impossible. By the time the great 
issues of American foreign pohcy have been submitted to the 
divided attentions of the Wliite House, the State Department and 
Congress, its broad aim may just possibly be still unaffected. Its 
tactics are all over the place. It is inherentlvJmpossibIe~fdr-the 
Un ited State sTo-b e as c onstant and as .Machiavellian as its, critics 
make out. If the drive to imperiaiism is there, it is the product 
ot'a hundred contending forces working without much conscious 
direction— which, of course, is what the more determinist of 
America’s critics claim it to be. The question to be answered,^ 
therefore, is whether the inner pressures of American society 
are driving it towards imperiahsm and war. 

HistQi5(_is-not-very-.kin(lto.the,-critics..There has been in the 
twentieth century a big expansion of A merican ^ business in- 
terests in var ious pa rtS-o£-the-world...although their activities have 
been small compared with the tremendous levels of production 
achieved in the United States. But even w here the co ncentrations 
o f econom ic i.power. ..have bjen greatest — ^for instance, in. the 
Middle Eastern pUhelds — ^no attempt haTbJen made tp fpUqw it 
up ■^th political^conriol oh~the classical nineteen^ pentury 
models of i niperialism. TheTsIand”of BaHfeih, where America had 
aH the economic assets and Britain the political liabilities, was 
something of a symbol of America’s lack of interest in political 
control so long as another nation — in most cases Britain — was 
: provichng a framework of stability. On ly in on £u-case~has~the . 
Umted State5.TQUght,,a,,dsfinitely_expansionisfc„war^when_at the/ 
end of the nine teent^centuryjt drove Spain put of GuJ)a:ah 3 rthe| 
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Philippines and established its own niJe Ujcrc for a time Ho'^ 
e\ef both countnes have since acquired a more or less real oegrw 
of nauonai sovereignty anddhC-tcndMC)^ y^enrahas^bficn.to 
re lax not tiRh ^n.it;LJnipefiaijx>njrol^^ 

AnotbstvUDpcruhitblotori Arocnca's^gy book can bc/g^ 
vn Its relations wiib,LaUt\ Americana thfijRrst-WCOty 5”^^® ^ , 
century Many of the methods whereby the cont rol pfJ aS^S^ 
and the pacification of the Central American republics were 
obtained do not bear close cxaminalion, with the result to 
Y ankee •_ or dolhr 

t he Rio Grand e Here again, however, the tendency has been 
, / not to ti^Ten Amencao control, but to retreat completely from 
the exposed impcnalist position After 1928, President Hoover 
beg an a tentative Good Neighbour” pohcy,.^which-Ptcsident 
Roosevelt triumphantly dcyelopcd mtp the Pan-AmcncajLUSiSiS 
of^ operation between equal 
les^uccessfuliy toslay 

But perhaps the most spectacular development m relations 
between the United States and Latin America occurred in 1938, 
when the Le ft, V/io ft Government of Mexico suddenly expror 
v^nate d and nauonahze d. Americ a’s lar ge share, in ibe„Mexirafl 
oil mdusiry AnyTcnpenahst aggressor wortfiTbis salt would have 
msiahtly'taken violent action to meet so direct a challen^ to its 
mterests and to its way of life In fact, the Umled States did even 
less than the British Government (wluch precipitately broke off 
diplomatic relations) There was no invasion, no mUitory threats, 
no forced changes in the Mexican Government For an impcnahst 
Power determined to secure the tnumph of the free enterprise 
system and the hquidauon of democracy, th&Acaencan Govem- 
me nt behaved wit h uoacccmnUble mildness 
It IS difficult to avoid the conclusion tlmt on the record of the 
/ United Stales’ acuvitics overseas hitherto the charge of impcnahst 
v/ expansion is bard to sustam 

And it IS not only the lack of mryor impenahst adventures that 
18 surprising The timing and development of America’s foreign 
interventions must be perplexing to the enUe bent on fittmg the 
Umled Slates into the impoiahst pattern For instance, if the 
^ndeac y^tow atds imp erialist e xpamion increases aiththedevelop- 
tncnt_c ffjad usthaliration aod^with the aggravation of the con- 
tradictions inherent in capitalism, why did the Uiuted States pass 
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through a more boisterous and warlike phase in its earlier days 
and turn to non-intervention in its neighbours’ aflf^s at a later 
date? The war against Mexico, the war against Spain, intervention 
in Central America took place either well before the first World 
War or were coincident with it. The Good Neighbour policy on 
the other hand was the product of the ’thirties and ’forties of 
this century. How, then, can this development be explained in 
terms of a theory which makes an advanced capitalist com- 
munity increasingly prone to the temptations of imperialism? 

Another curious fact to be explained is that the depressions 
which should have stimulated the United States (as they stimu- 
lated Germany and Japan) to imperialist adventure have led, on 
the contrary, to an intensification of isolationist feeling and a 
contraction both of external political liabilities and external 
economic activity. In the past, .Americans have not sought to 
b reak e conomic deadlocks^^atlhome by conquering new markets 
a^iaHrOrTtHFcontfary, they have cut foreign lending and foreign 
tra ins to the bon e.^ 

At this point the critic will probably say: “But we are not 
referring to the past. The United States is only now advancing into 
its imperialist phase. We refer to the last two years during which 
America has extended its economic hold on foreign countries, but j 
particularly on Europe — a process which will go further under 
E RP — h as encou raged and supported, every reactionary- and anti- 
dem^fatic force and has, above_^,^_ consistently^ plotted war 
again^fSo^^iRussii”-. ‘ 

There is no space in these few pages to give a really detailed 
examination of these criticisms which in fact add up to a damning 
indictment of everything the United States has done in Europe 
(or elsewhere) in the last two years, but it is at least possible to 
take some of the dogmatic certainty out of each statement. First, 
then, the question of economic control: the main Americaq. 
economic intervention in Europe in the last two years has been* 
by loans and gifts, largely to Governments. The direct evidencq 
of Americans buying up foreign undertakings (the rumours circq- 



Exports of 

Short-term 


U.S. merchandise. 

U.S. loans. 


Cmillions of dollars) 

1929 

5,157.0 

2,672.7 

1930 


2,335.0 

1931 

2,377.9 

1,303.5 

1932 .. .. 

1,576.1 

745.6 

1933 

1,64721 

392.0 


u 



THE WEST AT BAY 


106 

I, late chiefly m France and Italy) iS very sli^t The largest venture 
appears to be the lease of pr<«pccUDg nghU for oil m Northern 
Italy Not only arc actual examples difficult to find The general 
scale of such operations is tendered somewhat suspect by the fact 
that one of the pri ncipal complaints jaadc by ihcRight agayist 
Left^vrong govern men ts uTEurope is that they have ‘‘frightened 
Amencan capital away thisjine_is_l}cmg^ptessfid-parucularly 
vigoTou^ ^ the ^nservativc opposiUon,itV.Bntam The facts of 
the AmencaiT situation— the booming internal market, the rela- 
tively small part traditionally pbyed by foreign investment— also 
suggests that the degree of Amencan business expansion in 
Europe has been exaggerated 

As for the suggestion that ERP will be used as a spMrhea^f 
control, the contrary cannot yet be proved since the Flan has still 
to run its course Yet two facts suggest caution The^rst is that 
the Plan is essentially one ofln^tnarr^val withj^ a^of'^ 
tcsionng a viable and mdepcndcnrFurope“ThcT3ca that tbs 
IJmted States will not m five years’ tune be bearing so heavy a 
European commitment is one of the chief attractions of the 
scheme The second point is the Amencans’ scrupulous care 
taken so far tojivoid demanding an econonuc (or poht^l ) 

P>‘^ th® dST are to ^ made'^This m p^ Vf dism- 

teresied generosity may pass, but 'when one remembers Kw dire 
was Europe s pb^l m lW7,‘lio^dcsperatc its need for help and 

j hOw ready some"orits mo r e hardly pr^^ govemmenU were to 
give away aaytETng they were asked for, ^^cnca’s restraint can 
only mean one thing — to the unbiased *%c^that impenahst 
control of Europe was neither the open nor the covert aim of 
ERP 


Tlw_second_cbarge — that the United States has fostered re- 
ac^nary forces and- sou ght to des troy the working class — has to 
be clarified before it can be answered If “reactionaries” means 
all non Communists and “the working class” means the Com- 
munist Party, then certainly the Umted States like everybody else 
has found it impossible to work with Communists and has placed 
its reliance on the others But they have not, of course, been 
liquidated in Western Europe as anti-Commuzusts have been in 
, ® QB^^jSL-GceeogJtasj hc pa r^ bee n repre« grf Never- 
^_^eless, nobo^ can accuse the Amencans of encouraging Com- 
munisim At best they have only tolerated it and certainly the 
removal of CommumstsJfram_Jie_.coaliOon governments ^f-^ 
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France and Italy in the early summer of 1^947, made,. them, more. 
acceptahlFto jfihencanJo]ginipiL”’’'' 

However, criticism of American policy goes far beyond the 
naive Cdihmunist simplification quoted above. Many who are 
very far from Communist doubt the wisdom of American policy 
in Germany, for instance, where reliance on profoundly con- 
servative elements has encouraged particularism and separatism, 
increased economic instability and discouraged the necessarily 
srnall group of genume anti-Nazis who could be relied on to work 
against the evil legacy of Hitler and his works. If the American 
failure can justifiably be summed up in a single phrase, it amounts 
to this: on the morrow of victory, it might have been possible 
to make the dominant force in Western Europe — as in Western 
Germany — a progressive constitutional alliance of Social Demo- 
crats and the more radical Christians. One of the reasons — there 
are, of course, many others — ^why this possibility was not realized 
was the hostifity of the local American officials to the whole idea 
of Social Democracy (which they found indistinguishable from 
Communism) and the inability of many responsible Americans 
to see that the business men who greeted them and talked their 
own language in France, in Italy, in the Low Countries, above 
all in Germany, had often been the first to collaborate in Hitler’s 
New Order. The A merican s, in a wprd,._came,.tQ .Europe -with a 
certain ppfiticarm^cence .. and .^a-lack- of critical- understanding 
of ^al the links between National Socialism and sections of the 
busi ness world ffiad '-beem The' result was that in' Geraany in 
particular, A merica n rule.became identi fied wit h...!.Teaction” and 
• the accusatioiLW-as not wholly falser"" ~ 

Yet it would be utterly unjust to pin on the Americans all the 
blame for the relative failure of Europe’s non-Communist yet 
progressive forces. British policy was confused and fumbling. The 
Communists,^traine(L.eyery_..nei:ve.-ta. bxeak...the.. Socialists., away 
from theX.exitrer and...the..mpderate_Right. The ideas linking the 
Clinstian parties and the Socialists were in many cases too 
nebulous to provide a basis and a policy for a new grouping. Yet 
even now the possibility is not entirely dead. Remnants of it are 
to be found in the coalitions of Holland, Belgium, France, and 
Italy and, under less stringent economic conditions, the ideas 
might flower again. And then it would be seen that although the 
United States intervention in Europe has been one factor in check- ^ 
ing.the growth of a genuine social democracy, there is little in the 
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Aincncan posiUon inhcrcDlly hostile to such an c\olution The 
fact that in Bntam the Labour Party acquired an o verwh glmiDg 
majority at the polls in 1945 didjgg.n SakfiC 'aB yinore difiicmt 
for Bntam to receive a large Aaicncait loan ^l/swjnonths later 
a fact hardly corapatibie vnth America's su^osed war to the 
knife on social democracy 

Again, the absence from Inlenra Aid and from the first instal* 
ment of ERP of any ban on nationalization or the purposive 
direction of each nation’s economy is agam hardly the act of a 
govenunenl out to destroy socalism and restore complete latsser- 
fairs Even in Germany, although the American adrainistratioa 
locally has frowned on measures of socialization, a s hajp_rg ~ 
minder, came to General Qay from Washington in the imddle_of 
1947 that soaalization would be the concem^^f" the German 
people and could be introduced by (heir popular jote The 
criticism of America must therefore be reduced from an accusa- 
tion of deliberately ihwarbng progressive developments to one of 
havmg failed to realize the real unphcations of post*Hitlenan 
Europe and thus of becoming one instrument (among many) in 
the resurgence of conservative and even reactionary forces 
The cnticism—closcly allied to that 4jf unpenaiism— that 
Amenca is planning a wac on. Russia and organizing Western 
Europe as a well-equipped battlefield— has lo some extent been 
dealt with already tn the chaplet dealmg with the development 
and decline of isolationism in the Umled Slates. But the charge is 
so grave that it must be examined rather more closely CjUioism 
IS usually based on three diiferent points The fi rst is the conti nued 
ra’anufSefunT ofat om bom bs the s ynnd^ is the of 

United, States in occupying strategic islands in the PaciSc"and of 
arTangjDg.for such “warlikcjicts ’ sw^contmued’stafftalkrwth 
Bntaiii-ot.th6mtroduction.ot.universal ouhtary,service The third 
is ^e amoun LoLwar-talk-in the United States 
"ihe accusation of plotting atomic war cannot be sustained 
There is no reason to doubt the Amenc ans* g ood faitfa-m fiffeopg 
to placejfas jwhgle swret and the whole manufacture of atomic 
energy und er intemation a l__con tiol p^yided^the^ndiUoiis of 
inspection Me ade qu^e The AmencanjGovemment can hardly 
_^/be blamed u Russo’s tragic; suspicions of the outside world led 
the masters^ t!^ Kremlin to sus^ r i fTdie inspec uon 
clause Against the various measures ofmihtary preparations men- 
Uoned by the critics must be set the absolutely mcomprehensible 
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policy (if America has really been planning a war) of allowing 
' ev ery section of the A rmed Forces to fall so far belo w stren gth 
. that the maintenance of armies of occlipatibKrSas become a 
positivenjmfaaxTaissinentr'A'ha^'even if the introduction of con- 
; scr^ion iTpart of the “plot,” Congress fought hard against its^ 
introduction, for obviously it was not a popular measure for an 
election year. (It could also be pointed out in passing that if the 
United States’ first priority were an offensive alliance with, say, ' 
Britain, its policy in Palestine makes no sense at all.) 

As f or war talk^irua sense it-is certainly a danger signal. There 
are emotional depths in the American people that can be stirred 
to violent reaction by provocation or disaster outside their 
country, but in the last two decades it has taken a direct attack on 
their navy to exacerbate these reactions to the pitch of war. 
Russian poUcy has. jnade_every_clumsy. gesture, conceiyable .do 
w Mp up a war Tever in theIJnited, States and th^ is admittedly... 
an awful temptation m~the . belief that the atom bomb would be 
the_quick~'arbiter..in"^a struggle.,.B ut in the last year, war talk Ms 
h m3lv'~ increased. llh fact, the announcement of the Marshall 
Plan steamed pubhc opinion and, spreading out from the Depart- 
ment of Defence, from the State Department and from responsible 
opinion generally, the view has been gaining ground that “in- 
vertebrate Russia” cannot be given a knock-out blow by any 
bomb, atomic or otherwise, and that the last errpr A mgri.ca. .c.Q.ul.d 
make would be to invi te th e fate of Napoleon , and Hitler. .In , an 
articie^videIy^fec'oghizecl~to be authoritative, written by “X” in 
July, 1947, in Foreign Affairs, the proposal was made that the 
'-United States should reconcile itself to a long period of “np^^war, 
np-peace,” during which time Russia would be contained— in 
Other words, permitted no further advances — ^while the rest of the 
world would build up its prosperity and wait for the forces of 
time and history to solve the Russian problem. This pohcy of 
containment, combined with the project of positive action under 
the Marshall Plan to rebuild the non-Russian world, gave many 
. Americans the sensation that here was a policy they could pursue 
without risk of war, and there was no doubt at all which of the 
two, alternatives — containment or preventive war — they preferred. 

' The United States must be substantially cleared of the charges 
of imperialism and warmongering. Political mistakes have been 
made in Europe, it is true, but it is .doubtful if they would have 
. been so dangerous or so influential if they had not been so lavishly 
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exploited by the Communist opposition Amcncacs are not the 
only group tlial base found it impossible to v.ork v.ilh tbc Com* 
mumsts Almost every group in Europe is now m tbc same case 
And although Americas natural instinct is sometimes to co- 
operate with conservative men and groups who, la the European 
context, may be dangerous bedfellows, conscious policy takes a 
wider view and la a Europe determined on its own account to 
work out the unsolved tension between freedom and planning, 
Amencan opposition would fade — and might well change, if the 
cxpcnmcnt were successful, to enthusiastic support 
» There remains the last criticism — that a change of Government 
IwiiiswecpERPaway This is simply inaccurate The most remark- 
able fact about the Amcncan scene since the war has been the 
maintenance of reasonable umty between Republican and Demo- 
crat on tbc broad issues of foreign policy That this is so is due 
above all to the work and personality of two men One w Mr 
MarshalljWhoseintcgnly, disinterestedness and tremendous reputa- 
tion acquired in other spheres place him a bttle above Ibe ordinary 
political arena It is rare to hear policies connected wnthjusjame 
denounced as Democratic or party pohnes His gosiUoiT putyhe 
stamp of national interest on all that he proposes The other nun 
IS the Republican Senator IrSUrMjdngan.-Mr Arthur Vanden- 
berg The part he has played cannot be overestimated However 
unpregaabie Mr Marshall s position, a Rqiubhcan opposition 
spoiling for a fight would have succeeded in dragging his poliaes 
into the arena The reason they have not done so is overwhelmingly 
the work of one man Saiator Vandenberg was a convinced 
isolationist up to the Umc'bf Pearl Harbour Since then his con- 
version has been steady and complete He look part m the 
deliberations on the United Nations Chartcr~and became the 
foremost RepuWican exponent oCintemaUonal co-operation TTve 
extent of his conversion first became clearly vTslble when the 
debates on the Marshall Plan began Senator Vandenberg’s 
maste^ handling of the debates in the Senate aE^d his unchal- 
d ershSpCW j thin the Republics Fa tty en abled the 
Adm iiustra tton to withstand^ery attack and the Plan 

to country as the agreed'policy of both great parties 
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mujust hands From that moment, Mr Marshall cast aboutJbf 
the appropnate initiative 

Since It was the pressure of events themselves that were foremg 
the crisis on American attention, it is not surpnsing that othe r 
men m the State Department were coming to Mr. Marshall’s 
corclusionalabout Ihc same time Oncof the first signals of a new 
line of approach was a speech delivered by the retiring Under- 
secretary of State, Mr Dean Acbeson, at Cleveland, Ohio, 
earl) in May in which he urged Americans to accept the responsi- 
bility of financing Europe’s deficit until such tune as the ravages 
of war would have really been repaired Three weehs later, the 
same idea, clarified, developed and related to the widest issues of 
public policy appeared in Mr Marshall's speech at Harvard on 
June 5tb 

The essence of this speech can best be given in the Secretary of 
States own words — 

“ In considering the requirements for the rehabilitation of 
Europe Uie physical loss oflife, the visible destruction of atics, 
factories, mines, and nulioads was correctly estimated, but it 
has become obvious dunng recent months that this visible 
destruction was probably Icssscnous Uian the dislocation of the 
entire fabnc of European economy The rehabilitation of 
Uic economic structure of Europe quite evidently vnll require 
a much longer time and greater effort than bad been foreseen . 

“The truth of the matter is that Europe’s requirements for 
the next three or four years of foreign food and other essential 
products— pnncipalty from America— are so much greater 
than her present ability to pay that she must have substantial 
additional help, or face economic, social, and political detenora- 
tion of a very grave character 

It is logical that the United States should do whatever 
It is able to do to assist in the return of normal economic health 
to the world, without whidi there can be no pohtical stability 
and no assured peace Our.pohcx « dircctedr-not against -any 
CQiinti)Lcr-doctrinc,j5uj:_agauisLlmngcr, pove rty, de speration, 
Md chaos Its purpose should be the tevKal of a working 
economy m the world so as to permit the emergence of political 
and social conditions in wfai^ free institutions can exist 
Any assistance that this Government may render m the future 
should provide a cure rather than a mete palhalive 
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must base surprised c\cti Mr Marshall and fus advisers.* Wiitun 
a few dajs of recen mg the text of the speech, Mijicvinhad flov-Ti 
to Paris, made certain of France's swllingncss to.bccomc joint 
sponsor of a conferenw on European recovery, issued an-mvita* 
non to Russia to coo ert an agenda and fixed the preUnunary 
Three Power talks fof he ncxtvvccfc-cnd the opporturuty offered 
at Harvard had beer decisively seized and Mr. Devin's chief claim 
to ^tness 10 bis c -ecr as Foraga Secretary may well prove to 
be the fact that wi n ui his instant response the curtain might 
never have gone up on the great drama of European recovery. 

European recovery m the full sense, however, it was not to be. 
The attempt to dravw Russia into the talks failed. Neither Mr. 
Bevin nor M Qidault could convince Mr Molotov that the 
/ whole initiative was not an attempt lo trap Russu and to pene- 
trate as East European “security zone” under the pretext of 
economic revival. No agreement could be reached on a pro- 
gramme for the proposed conference M^ Molotov said.that the 
proposals of Britain and France irfnnged the national soveicigniy 
ofjhe European nauons and had in any case bccnJIframol'' by 
them Alter two da>s’ fruitless effort, the SoucLdtlegaiion vnth- 
d^w and Its withdrawal entailed the refusaj.of the Czechsjmd 
Pol« to attend, even though the Polish Government had ^ven a 
favourable prclmunary response and tbc Czech Government had 
formally accepted the Anglo-French invitation Tt tuii hC-hQpc of 
a new effort at recovery which would covcc.the whole of E urope 
faded The division would remam and the recovery programme 
would be confined to the lands oi^Klc_the Russian sphe re of 
influence, afi of them with the exertion of Greece and Turkey 
^ lymguTWcstcra Europe The Representatives of Sixteen Nations 
assembled m Pans early m July * they formed a Committee of 
European Economic Co-operation {the CEEC) under the chair- 
manship of the chief Bntish delegate. Sir Oliver Franks, and set 
to work to draw up estimates of what they could do to help 
themselves m the next four years and of bow big a defiat would 
still have to be made good by Amencan assistance. 


•One Aiaericio newspaper thus trrevtieaUy sumined up Amencas snnsnse at 
^ moNXs w Europe *' WpApocted Itiraro^uiDp 2 uu^ aDatbeyS^junp^ 
6 feet, 

*Tlwwe« AUiina, Beleum, Demnark, Eue, Fraace. Grceec. Iceland. Iialy. 

Horwr.Ponueal, Sweden. SwuaetUad. Turkey, and 
Voji^ 7a* Arfr aC Wesfiem CTenaany in the progratnine was a&o 

takes laio account Spam was ateJodea on obvwua pokoSi 
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Tlie preparation of their report — which came to be known as 
the Paris Report— was carried on by a number of technical sub- 
; comhutfee'rxrader the guidance of a central committee. In those 
days of stifling sub-tropical heat when the thermometer obstinately 
' refused , to faU all night and temperatures exceeded those of 
Dakar, the goad spurring on the toiling delegates was the need 
for speed. Not only were they driven forward by a further de- 
terioration ,of the economic situation caused by the failure of 
eleven, different harvests in various parts of the world. %ejy 
messa ge from- Wash ingtomsooke of the j^erican Adminmtra- 
tion^msiste nce on speed and its des ire to have the finished-Report 
in toieJdcuJcally if mecHH a special session of Congress to 

consider it before Christmas. 

Ea rly in September th e.Renort was.j^ktually compkted._Then 
occurred an i ncident which, relatively unimportant in itself, 
deserves .some"aHenHbn, for it was a reminder of the kind of 
difficulty which miight arise throughout the four years of the 
Marshall, Plan and it gave the European nations at the very outset 
a hint of the type of criticism to which their efforts were and 
would continue to be most vulnerable. It became known that the 
Ainqric^'adm^ were very dissatisfied with various 

asp g6tr^ bedRepprt-in its draftfform and Mr. Clajdon, at that 
time Under-Secretary for State, arrived in Paris to secure certain 
modifications. The intervention was carried out in a somewhat 
abrupt manner and so me of the E uropean delegations took 
; o%^^e. The Communist press^xpand^.pn' the theme defight^^^ 
remindmg tfie-.Westem’ nations that this was precisely the kind of 
invasion of their national sovereignty against which Mr. Molotov 
; had, w^ned them. ‘Tl^njis^:CarefuBy..as..yQu.hkg,”_ they , said m 
?.h^iJ!indjthe Americans will come in and trample all oyer 
...yox ^r work ..” Tfie^iffitations raised by the' American" ihetEdd of 
- giving advice soon subsided, but they were the first sharp reminder 
of . a political fact of cardinal importance— that between the 
Umted States on the one hand, and the Sixteen Nations on the 
other, a working reiatipnship could be established over the years 
only both sides exercised the utmost forbearance and remem- 
' .psred that nothing is sp..s.o re as natio nal. dignity, and, nothing so.. 

: ^e criticisms themselves had more substance and they deserve 
; , 0 be set out at length, for they had an immediate influence on the 
snapmg of the pla.n and are likely , to recur throughout its iraple- 
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mentauon The most urgent cntiasm concerned the scak of the 
defiat which the European nations were proposing to ask the 
United States to cover The figure has not been offiaally pub- 
lished but It IS believed to have been in the neighbourhood 
of $30 biihon over the four years This, Mr Qayton said, 
was absurd and would ensure from the start that no Amencan 
Congressman would be persuaded to look at the programme 
But his cnticism was not simply concerned with what Americans 
would swallow He was convinced that the sum itself was exces- 
sive and that the methods by which it had been computed were 
unsound He pointed out that the different national delegations 
had simply put in their claims and that the central commiUec had 
made virtually no attempt to screen the cslinutes m order to 
determine whether or not they were exaggerated The committee 
could reply that the time-table to which, at Amcnca’s request, 
they bad worked made any such scrutiny impossible Not only 
was the statistical apparatus m most counines extremely faulty 
The at tempt _to s crutinize their ftgu fes.at..tbat stag e m^t^ ve 
splulhe-copfemnce from st em to ste m on th e.reeQt-^tPSC*^ 
nat tonaUs m The committee had not been able in two short 
monthsTworking under extreme pressure, to exorcise the jealous 
nationalism of centuries The defence was reasonable, but U left 
a trace of suspicion at the back of some American minds 
^ hfr Clayton s other cnlicisras were more speafic Two con- 
cerned thcnaiion's domestic pohaes. He complained that they 
had not given jufficient guarantees or explicit proof th at they 
would put an end to mfia tion, stabihze their cunenciesgaad baEEw 
their budgets Nor had they given any formal undertaking to 
reach the targets for domestic production which they bad been 
ready to write into the Report Ai mther critTcism concenicd-the 
financmg^Lt he defic it Mr Cbytoo asked, why the whole load 
had been placed on the United States Treasury and no attempt 
^made to explore alternative methods of financing such as the*^ 
International Bank The rest of the cnticisms were really different 
aspects of the same thing— the alkged failure of the Sixteen 
Nations to achieve a genuine measure of co-operation The 
whisper had been going round Pans that the Report would be 
UtUe more than Western Europe s ‘shopping list" Md Mr 
Clayton voiced a similar fear when he attacked the various 
^veroments for lacking guiding pnnaples of common action ” 
There was every sign, he complauied, of pressure for individual 



117 


: . r, , MR. marshall’s initiative 

national. needs but little sign of a co-operative or European 
approach. Similarly almost no data had been given on concrete 
plans for freer trade, for the lowering of tariffs, for an increased 
exchange; of goods in Europe. And, perhaps most serious of aU 
iii American, eyes, no concrete work had been done on the vital 
issue of a Continuing Organization to act for Western Europe as 
a whole. The delegates in Paris were told of the particular impor- 
tance the United States attached to such an organization in which 
it saw. an effective weapon against national particularism and 
perhaps at some point the germ of that “more perfect union” 
which lay: at the back of so much American thinking about 
Europe. . . . 

There was one answer to Mr. Clayton’s criticisms that the 
representatives of the Sixteen could perhaps have made. It lay in 
pointing out a certain inconsistency between Mr. Clayton’s 
demands at Paris for joint action on the part of the European 
nations and the campaign he was conducting at about the same 
■.. time’ at Geneva. All through the summer of 1947 the nations of 
the world—with the exception of the Soviet bloc — had been 
toUing at Geneva to produce the constitution of an International 
. Trade .Orgaiiization which would act as guardian and policeman 
of world trade. Its constitution sought to lay down the practices 
which nations would abjure in the practice of foreign commerce 
f hd, given the weight of American influence, it was not surpris- 
ing that, on .the whole, the draft bore the imprint of American 
thoiight. :>^d as we have had occasion to notice in an earlier 
chapter, America, as the most powerful economic system in the' 
world, tended to have views much resembling those held by 
■ Britain when, a century earlier, it had been the economic centre 
of the universe. 

. The essence of these ideas is that tariffs are the great obstacle 
to expanding trade, and that the best means of increasing the 
exchanges between nations is to reduce tariffs in such a way as 
. 0 , benefit 'all traders by the reduction. The attraction of such 'a 
, eory, to .nineteenth-century Britain and twentieth-century 
enca is obvious. As the largest and most successful manu- 
acmMg nations of their time, they could, generally speaking, 
'. more. cheaply than other nations. Th ey objected 

. ’ P-j:.^^^^;hec^use they prevented them undprselling the .domestic 
; least under the rules of non- 

.P’p*^Wnation, tariffs were at the same level for alf foreign com- 
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psUtors and, other things being equat, the Bntish and the Amen- 
cans could still hope to sell that goo^ But the kind of obstruc- 
tion to trade 'fthich they found completely unacceptable was the 
unposing of restnctions which gave one foreign competitor an 
advantage over another— as is the case^ for instance, if a govern- 
ment imposes import restnctions and only allows a certain 
volume of, say, Amencao produce to enter the country, or when 
one nation lowers its taniTs to another nation or group of nations 
bat not to all nations inihscnmioately To the Araencans, the 
classic example of such discnmmation was the agreement reached 
between Britain and the Dominions at Ottawa m 1932 whereby 
the Dominions received certain exclusive advantages in the 
Bntish market and in return gave Bnlain certain exclusive con- 
cessions in their own As we have seen, the only type of “dis- 
crimination” admissible tn Amencan thinking is the total dis- 
cnmmauon of a customs umon Any mtermcdiatc stage, any 
partial lowenng of tanfFs, any creation of what is called a “low 
tanff area” remained anathema 

Nor was discnmmatiOQ the only method of regulating foreign 
trade frowned on at Geneva The Amencans showed some 
hostihty to the idea of any direct intervention by governments in 
foreign trade, cither by the conclusion of long term contracts to 
buy the commodities of other nations— bulk purchase — or by the 
direct regulation of foreign trade by a system of exchange control 
under which all foreign currency or a part of the foragn currency 
earned by foreign trade is banded back to the government ex- 
chequer and IS reissued for trade only through a senes of import 
and export permits 

The Amencan point of view, although do minan t at Geneva, 
was m fact considerably modified in the actual drafting of the 
Trade Charter The success of Amencan infiuence can be measured 
by what the nations accepted as the ideal of commercial relations 
fuE free non-discnminalory multilateral trade But thesucwss 

of the other nations in modifying Amencan thinking can be seen 
in all the exceptions and permissions granted for an “mtenm 
period ’ before normal conditions could be restored These ex- 
ceptions amounted to very wide rights of discrunmaUon, mter- 
venlion and regulation and any other measures necessary for 
i^Mtaming a nation's trading position in tunes of exceptional 
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Events were on the side_of those who pleaded the abnormal 
nature of the times. Even as the delegates sat and argued at 
Geneva, the dollars of the world drained away and tl^ govern- 
ments found themselves asked to pledge"'ffielnselves to “non- 
discrimination” with one hand, while with the other they signed 
bilateral pact after bilateral pact, ensuring in the utmost detail 
that the goods they bought from a country would be balanced 
exactly by the goods that country bought in return — a regulation 
which, by excluding other nations from the bargain, was about 
as discriminatory as any arrangement could be. The American 
delegation was compelled to see the force of the argument. In a 
world in which the currency most in need was at the same time the 
scarcest, ordinary economic rules could not apply. Escape 
clauses were introduced, giving nations in economic difficulties of 
various kinds the right to discriminate, to trade bilaterally (in 
other words, to barter) to impose restrictions on imports, to prac- 
tise exchange control. At the same time the ultimate aim was 
made quite clear — that in five years, by which time abnormal 
conditions would no longer prevail, the full doctrine of non- 
discriminatory free trade would be adopted. 

Mr. Clayton came straight from these discussions to Paris to 
make his criticism of the lack of organic unity and co-operative 
planning in the Paris Report. Yet all the more obvious forms of 
co-operative planning would have almost certainly fallen under 
the ban on discrimination. As a first step towards a full customs 
union, for instance, it might have been practicable to suggest the 
lowering of some tariffs to create in Western Europe a “low tariff 
area” in wliich the Sixteen would give each other advantages 
denied to other nations. But such a plan would have been dis- 
criminatory. Another possible first step would have been to pro- 
pose a central pool for the dollar earnings of the Sixteen (on .the 
lines of the sterling area) and a joint plan for restricting their 
expenditure to the most essential imports. But such a policy 
would have again involved discrimination, since to reserve dollars 
for essential imports only would mean refusing dollars for in- 
essential imports. Thus, behind Mr. Clayton’s intervention, there 
appeared for the first time, very unexplicitly and in a vague and 
ambiguous manner, the risk that to create the kind of unity the 
Americans hoped for and to secure the balance in Europe’s dollar 
account (which was the fundamental aim behind the Marshall 
Plan) the Sixteen Nations might be obliged to pursue policies 
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*ch the Umted SU.ES, theoutuaUy b, least, would find 

ns. confined 

The adopung of “orgamc beliefs— te l>elief •*“* 

another of Amenea’s strongest ons and even 

cartels, particularly mteimuonal | ujsUnce, an 

nmnoral Cartels may uke a nundKt of 

agreement between vanom j “wiSeful com- 

centiate on different products ^ method is to 

oeUUon” and thus maintain the pnee IcveL An »*clusn e 

divide up possible markets, each firm securing i ^en- 

Zre In L v,ay again, compeUtioo is 

cans, from their experience with their chief 

trust profoundly these sltuclures, on the P”"”'’® ™ “ jown 

Lis.o.eeppt.cesup,ffnecesswby.cep.ngprod^^^^^^ 

By a senes of IcgislaUve acu, of which the mo 
Sherman anti trust act, atlempU have b"" “ j ^ „ bnve 
Sutes (with hmited success) to ehmma.e cartel .and 
always been one of the foremost targets of hberal Am 
Lugh. Ducuig the seeond World War Ibta etaebaaal 
was reinforced by the discovery that »me of “^^ce- 

corporations, such as Dupont de Nemours, had . 

menu wath German compames and had, so the aat^baaj 
kept hack processes and patents which imght have “ P 
Amencan war effort One of the first acts of the Amenean 
non forces m the Amencan Zone of 0"^^ *'“5 'o d^oiv 
all cartels and the policy was later extended to the whole gi 
Amencan Zone „ , hv 

Yet some of the “organic policies of integration . J 

Mr Clayton could look pcniously like the formation of 
If, for mstance, the French and Bntish automobile . j 

to agree to cease competing directly with each other and 
to divide up production between them, the one concenlra g 
hghl and medium cars, the other on large cars and lornes, 
result would be a hig step forward— from the point of 7^ 
economic integration m Europe But to the outside "orid, mi^ 
it not seem that an Angjo-Frwich cartel had been cstabus e 
the motor-car mdustry? ^ 

These issues did not come mto the open at Pans 
indeed still very far from dear in people’s minds The dclcga 
had not set about the task of evolving methods of close European 
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co-operation; Sub-committees had been set up to study some 
aspects of it — there was one on Customs Unions, another on a 
balance of payments agreement — ^but no delegate could have said 
in September, 1947, “The only way in which we can conquer 
our appalling dollar deficit and stand again on our own feet is 
by methods of planning so vigorous and so discriminatory that 
they will shock American opinion.” Nor had Mr. Clayton a very 
clear idea of what “organic co-operation” could mean beyond 
the formation of a full customs union, the only radical solution 
permissible in nineteenth-century dogma and practice. Thus at 
the first hint of the difficulty, it was still too imprecise to become 
a real issue. It remained, however, unsolved yet urgent, waiting 
to reappear the moment a first genuine attempt would be made 
to discover what European economic integration really meant. 

Meanwhile, Mr. Clayton’s visit to Paris was a timely reminder 
of two facts — that the United States laid great emphasis on the 
need for vigorous European self-help and that equal importance 
was attached to the idea of full European co-operation. In so far 
as it was possible in so short a time, the Committee modified its 
findings to meet the American case, and on September 22nd the 
Paris Report appeared. 



PART III 

THE MARSHALL PLAN 



CHAPTER X 


THE PARIS REPORT 

The ba§ic-aini outlined in the Paris Report is t o free Wester n 
EuropsJbyJS5XpfJts dependence upon outside 
By .'that time the Sixteen Nations should be able to obtain the 
supplies they need from the outside world in general and from the 
Western Hemisphere in particular, by exporting to thern goods 
and services in return. In other words, their foreign trade would 
once again be in some sort of equilibrium. This aim naturally 
includes another — that of maintaining or rather recreating a 
reasonable standard of living for the peoples of Europe. If the 
town dwellers of Western Europe were ready to survive on boiled 
fish, greens, one suit every seven years and no domestic heating, 
a balance in Europe’s foreign trade could be struck straight away 
without American aid — simply by reducing consumption to the 
amounts exports would in fact buy. The chief difficulty of such 
a policy is the political and social upheaval it would entail. The 
statesmen of Western Europe rightly believe that the degree of 
misery involved in cutting consumption to what can be bought 
with exports would evoke a sufficiently violent political reaction 
' to destroy democracy. American aid is offered in the same behef. 
The aim of the Marshall .,Pl.an'.isJhergfQje.TQ...balanc&.Europg’s 
budgS^t Tlevel of consumption — in other wprds,,.jL standard pf 
Uv iol^ lugOndpgCtRiive^Qfitical^s 

Given this aim, what me thod s do the nations propose for 
achieving it? They can be summed up under two headings — great 
increases in prodjmtipn and a really striking ri se in export s. The 
combination of’the two methods will, it is hoped, create a position • 
of equilibrium by 1952. The first point is, obviously, the expan- 
sion of production, for without it there will be no increase in 
exports and, to a great extent, this part of the programme depends 
. upon European effort alone. The goal which the Sixteen Nations 
propose to. achieve before 1952 can best be summed up by saying 
that they seek an industrial and agricultural expansion equal to 
the tremendous increase in the American economy between 

' ■ 125 
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1940 and 1944- Mora spcctoUy the naUons set themselves the 
“ “a'n'ot pre-war bread gram produeUon and of an 

hours and an increase of generating capacity y 
kilowatts, which IS two thirds above pre-war 
(4) Development of oi! refinmg capacity to tw 


15) nLL^n'mde steel prodnebon to 55 mdbon tons yearly 


or 20 per cent above pre-war 

(6) Expansion of inland transport to carry 25 pc 

(7) Sabilitalioo and restoration of the merchant fleets of the 

(8) producuon of most of the «ptUl 
equipment needed for these expansions 

The claims that such a programme will mahe on the Ptodn^^^ 
elTm. oSividual nauons ^a be judged 
ot a few key products— coal, steel, gram, terttors, an 
manufaetuti In 1938, the agures of output f“ ^^s “ SS' 
coal producers m Western Europe were as Mows bmt. , 
48 miUion tons. Great Britain, 231 mJlion tonj and 
Oenmmy, 221 milbon tons In 1947 output '“oT 

million tons m Bntain and to 144 mtIUon tons m Gemaw umy 
France registered a small increase of 2 n^on tons Yet y 19 . 
Bntam has guaiantecd to raise output by 50 "“’'1““ Jf,“„ 
to 249 milhon tons, France to 62 milhon tons, and Germ y 
210 milbon tons The target may be possible, but no one sh 
underestimate the great and sustained effort which alone 
make It possible , 

The steel figures demand a comparable effort. Bdgmra an 
Luxemburg are to more than double their pre war^t^t oi 
finished steel, Norwegian output is to nse from 82,uuw meui 
tons {the 1938 figure) to 120,000 tons, even though output m iy-+' 

. . 1 bv 34 P« 


'ThB rclisvant perceaUEM are llw foUowins coal 
ceDt,s(£eloutputby 31 percent eketnepow-er by 61 percent p»prop^i^ 
ceoUgea for Europe are coal ou^nt 33 per cent , steel output by 60 per 
and electricity by 39 'pet cent 
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was no more than 53,000 tons. Western German output of crude 
steel is to rise from below 4 million tons in 1947 to 10 million by 
1951. Sweden is to double its pre-war output of crude and finished 
steel, Italy its 1938 level of finished steel and pig-iron. The biggest 
increases are planned in France and Great Britain. French pro- 
duction was running at a low level between 1929 and 1938 and at 
an even lower level in 1946-47, when much of the steel-making 
capacity was lying idle. The figures for these two periods are thus 
abnonnally restricted. Yet it will take a stupendous efibrt to 
treble the figures for finished steel and double the output of 
crude steel — which is the scale of expansion called for by the 
Paris Report.^ The largest volume of steel will come from Britain. 
Before the war, its average production was at an annual level of 
8.2 miUion tons of finished steel, 10.6 million tons of crude steel 
and 6.8 million tons of pig iron. For 1951, the planned figures are 
12.4 millions, 15 millions and 9.9 millions respectively. 

The figures for grain, bread grains and coarse grains, tend to 
follow, country by country, a similar sharp rise in the first years 
of the Plan and later a sli^t fall with a corresponding increase in 
the figures for meat. This trend represents the European hope that 
towards the end of the, four-year period the mass markets for 
grain in the New World, in the Commonwealth, in Eastern 
Europe, and in Asia, will not be as overtaxed as they are to-day, 
and that Europe will again be able to practise the more advan- 
tageous husbandry of importing fodder and raising hvestock. As 
.we shall see, the Americans find this forecast over-optimistic and 
have recommended a more sustained effort to increase the pro- 
duction of cereals. The important point here is the scale of 
increase which must be secured even on the basis of the lower 
figures of the Paris Report. Belgium has undertaken to increase 
its output of bread-grains from 225,000 tons in 1947, to 580,000 
in 1950, Luxemburg from 16,000 to 42,000. Western Germany 
will increase its output of both bread and coarse grains by about 
one million tons; so will the Italians. The French have to rise 
from the drought figure of 1947-48 of 3,783,000 tons of bread- 
grail^ to 8,750,000 tons by 1951. (In both the French and the 

French steel production : — 

' . (’000 metric tons) ■ 

1934-38 1946-47 1951-52 

Finished steel .. .. 4,115 4,090 12,690 

Crude steel . . 6,221 4,812 1. 12,i06 

; Pig iron ' . . *■. ^5,967 3,299 4,6i2 
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Italiaa case this roughly represents the pre-war level of pro- 
duction ) In the case of Great Britain it is a question not o in- 
creasing output, but of more or less maintaining the very lugn 

levels reached during the war 

The most striking increases sdicduled for the a^icultural 
sector are, however, those planned for the producUon of fertilizers 
Almost without exception, each of the Sixteen Natioiu has 
planned for higher output, in some cases for a total output three 
times higher than either pre war ptoducUon or producUon m 
1947 It is on these figures that the naUons base ihcir hope tor 
revived agricultural producUvity and for the opening up of new 
possibihties in the export maricet » 

The rise in producUon scheduled for industry is no less impres- 
sive It IS impossible here to do more than quote 
examples which are important not only as symbols of the effort 
that IS required, but also as cardinal factors m the success of the 
whole programme The European output of ships, freight care, and 
locomotives IS the key to removing all the present stultifying botUe* 
necks in transport Output of mining machinery is essential to 
achieving the targets for coal The whole programme of a^cul* 
tural output is dependent upon securing sufficient agncultural 
machinery Here, then, are some of the figures for transport, 
minmg machinery, and agncultural machinery Smee a large per- 
centage of the shipping of the Sixteen NaUons was lost during 
the war— the figure is 22 million gross registered tons — their 
target of rcstonng their merchant fleets to their pre-war level 
mvolves a building programme of some 7 imUion deadweight 
tons of dry cargo shipping and 3 miliion tons of tankers between 
1948 and 1951 About one-Uurd of this might be bought m the 
United States, although the unwilhn^ess of the Amencan man- 
time unions to countenance the transaction may upset this plan 


‘Output of fertilizeit 


tialy 

IVOOtoas) 

nitrates 

pbospbates 

1934-38 

(average) 

83 

190 

1946-47 

85 

120 

1951 

305 

350 

Frante 

nitrsfrs 


150 

350 


pbospbstes 

405 

340 



potash 

470 



Crcai Bruain 



240 

252 


phosphates 

150 

311 
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In any case, with or without American assistance the stripping 
programme calls for a large and concentrated effort in the Euro- 
pean shipyards. In inland transport, freight cars continue to be 
one of Europe’s most serious bottlenecks. The Paris Report pro- 
poses to meet this by an increase in French production from 3,000 
a year in 1947-48 to 25,000 in 1951, in Belgian production from 

18.000 in 1947 to 24,000 from 1948 onwards, in Britain from 

59.000 in 1947-48 to 76,000 in 1951, and in Italy from just over 

5.000 in 1946 to 15,200 in 1951. 

The production of mining machinery is roughly equal to the 
requirements of the different coal-producing countries and out 
, of a total requirement of $3,563 million, about 90 per cent, 
(or $3,078 million) will be produced in Europe by the mining 
countries themselves. Agrici^tural machinery wUl be produced 
in Italy, France, Great Britain” anff 'Western Germany,' Italy ih- 
creasingltToutput ortracfofr’ff6m”27300irmfrih“r94^^^ 12,000 
in 1951, France from 3,500 to 63,000, and Great Britain from 

33.000 to 275,000. 

These figures do not give the whole picture, but they do suggest 
its order of magnitude. Nothing could be more mist^en than to 
think of the Marshall Plan as a scheme for turning over to 
America the problem of supplying Europe. If aU the supplies 
asked for under the Marshall Plan were added together for the 
four years of its operation, they would still not equal 5 per cent, 
of the national product of the Sixteen Nations over the same 
period. A completely wrong emphasis has already tended to fall 
on the programme, stressing the amounts Confess will give, not 
the amounts Europe will produce. American aid is h kg^the last 
coj g . in „a co mplica ted . jnacMne.-Its - absence ma3nBring'tBe~wheels 
to a standstill, but its presence does not guarantee that they wiU 
grind on. For that they need their own lubrication and their own 
power.^ 

' The following table illustrates the extent to which in various vital categories 
Europe will provide its own supph'es : — 


hem. 

(percentages of total programme) 
1948-49 

1949-50 

1950-51 

Bread grains 

63 

66 

68 

Nitrogen . . 

90 

99 

109 

Coal ... 

92 

94 

96 ' 

Timber . . 

.. .. 71 

70 

69 

Agricultural machinery* 63 

74 

80 


♦Excluding tractors. c 




♦Excluding tractors. 
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mtrogen. 646,000 for phosphates and 1,891.0(» toM tor p 
Sg needed imports of agncultural machinery were 1.4W 
light and 51,000 heavy uactors to 

®^oal impom, put at 5S .^oa 
37 million by 1951, and by that uae 30 milhons ™ ^ 

Poland and only seven from the United Sutes ( y^oncan 
Uiere acre no Ameitoan coal expons to Euro,« and 
exports in 194S-(0 million ton^tepiesent a fegnnt e^P^_ 
of Europe's uneconomic dependence upon the U j„ 

Heavy tr^isatlanbc freight rales mate 

expensive, yet lack of European, ®"“\SLc 3 n 

uon bad compelled Europe to spend its few dollars on Amen 

“xhe Sixteen NaUons’ desire to s"PP'™“‘ “'"f 
by produemg more elxtnoiy and by convertmg so me 
and certain forms of transport to od rt “ssS^on, 

Special elecUical generating equipment valued at 55W 
fErS mdbon mime tons of refined od products “d 87 5 ^ 
hons of crude oil (an increase m the case of crude oil imp 
179 per cent between 1947 and 1951) . 

Steel IS the key to the witire manufactunng ‘ ..t 

cast at Pans and although the figures for steel imports ^ . 
appear very large compared with Europe’s own produc 

* The Planned rate of oipansiogfof boihriectnaty and oil is yrt 
of the s^e the effort the EuropiM nauons have 

» to iDOease £t«n 178 biUioa k.wji. la W7 to 243 bUliim k provided ^ 
pracucalJy the eaiire equipment neceseaiy for this expansion will be pw ^ 
refinena to deal, wih ^ 

oil imports IS to be of the order of $1,848 tmlhon Of ihis, $1,260 miUi a, 
pet cent, be provided by the Sixteea Nations. 
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represent materials of great strategic importance in the flow of 
European production. The full figures appear in a table on 
page 142; here it is only necessary to mention the chief items — 

; over 2 million metric tons of finished steel, nearly 12 million tons 
of crude and semi-finished steel, just over 8 million tons of scrap 
and S400 million worth of steel-making equipment.^ 

'When the question arose in Paris of estimating the total cost 
. of all these imports over the Four Years of the Plan, it was 
obvious that the calculation would be almost impossible to make, 
since nobody had any idea what the prices of the various com- 
modities were likely to be one year hence, two years hence, three 
years hence, and the further removed the year, the greater the 
, difficulty of making any estimate at all. The Paris experts had 
therefore to make some arbitrary decisions. They decided to base 
; their estimates on the understanding that in 1948 the prices 
would remain the same as at July, 1947, that in 1949 they would 
fall per cent., in 1950 10 per cent., and in 1951 12^ per cent. 
This they felt was a fair guess at the extent to which, with more 
normal harvests and greater world supplies, the price of basic 
commodities would decline. On this basis, they estimated that 
the total bill for the imports of the Sbcteen over the next four 
years would amount to §57.4 billion.^ The next step was to 
estimate the rate of exports upon which the Sixteen could fairly 
count. The following table gives the estimate in the Paris Report: 


(Millions of United States dollars) 



1948 

1949 

1950 

1951 

Exports, to : — 

' United States 

848 

1,109 

1,229 

1,484 

Rest of American Continent 

1,715 

1,715 

2,139 

2,461 

. Other non-participating coimtries 
Deficit ( - ) or surplus (-1-) on invisible 

4,297 

4,981 

5,963 • 

6,816 

account, i.e.,. earnings from ship- 
ping, interest, etc., with ; — 

United States ■ 

-558 

-450 

-250 

-325 

Rest .of American Continent . . 

- 16 

— 

+ 25 

— 

Other non-participating countries 

-f384 

-1-500 

-1-550 

-1-625 


^ This equipment is part of a general import programme for all kinds of equip- 
ment, amounting to some S4 billion for the four years ; one other particular figure 
in this programme perhaps deserves mention — S367 million on the import of 
freight cars; , 

‘ American imports would account for S20.4 billion, imports from other coun- 
, tries in the Western Hemisphere for 514^8 billion, and from all other non-participat- 
ing countries, S22.2 billion. 
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This table puts ttie comings the Sucteca Nations could expect to 
make from exports at a total of some 534 6 billion (including 
any balance from “invisible” items such as tourism or insurance 
or eaimngs on shipping) Subtract this from the figure for total 
imports and the Exiropean deficit for the four years amounts to 
just over $22 bilhon This figure was reduced to SI9 3 bilhon 
by transferring to the International Bank, the cost of importing 
$3 billion of capital equipment Thus S19 3 biUion was the final 
figure put forward as the sura rcquucdlindcr' tKeTWanfialTPrah 
to tide Europe over to full recovciy 

Before we go on to consider the American reactions, there arc 
two points of great importance to be established A glance at the 
table of exports forecast for the next four years will show how 
enormous are the proposed increases The Sixteen Nations arc to y 
double their exports to the United States and to the rest of tfaep 
American Hemisphere (and already the difficul ty of finding 
niaikfiU. theca IS one of the fa^rs mhibmng Europe^ recovery) 
and they are to increase ihcirMppr"ts-lo ihTreStxORfi^orld, 
which are already high, by another thiri It may be possible to 
achieve these targets, but it must be clearly realized that they 
place another tremendous burden on the productive effort of the 
Wesceni fnnge 

The second point is even more important~It is quite sunply 
that mJSoU the European trading account will sliiLbe unbalanced' 
to the extent of over a biUion dollars, even if every optimistic 
forecast m the Pans Report is fulfilled— if production is as high 
as u IS planned to be, if prices fall m the way forecast, if exports 
can be expanded to the extent laid down 

This conclusion could mean only one thing — that the action 
proposed in the Pans Report, while it w ould enormously increase 
production in each country, while it would boost the whole level 
of imports and exports throughout Western Europe and would 
make possible a return to something a Uttle closer to the standard 
of living prcvaiUng m 1938, would not do v>hat the Report set 
out to do m the fet place — to balanra the trading accounts of 
Western Europe and abolish completely the need for outside 
assistance 


* Pan* Report s esUmate oT tbe tatanff - of payiDC&U u 
(Kiaiiou cf Halted States doSari) 

Amencaa Cbtmnent -istw 

WiihoiliWDoopanxjpaUDSccwntnes - 2<10 +^2^ 


IS follows — 

1950 1951 

-4 650 - 3 400 

+ 1000 -flSOO 
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AMERICAN REACTIONS 

'After the publication of the Paris Report, the scene moved 
speedily to Washington. The Report appeared on September 22nd. 
By the fibst week in October, Sir Oliver Franks, the Chairman of 
; . the Paris Committee and a group of delegates and experts, were on 
their way to Washington to explain the Report to the various 
agencies already at work on the problem of foreign aid. T he n eed 
wasjuxgent,~foe-Franc,e, Italy, .,and Austria were do wn to jheir 
last^eseiEves and it, was clear that it would be necessary to pass 
a smaller Interim. Aid „.BilLi.rL order both to save them and 
at, the same time allow Congress sufficient time to study the 
wider measure. The President had also decided that since the 
neediest nations could not wait until January, 1948, a special 
Session of Congress would have to be summoned in November. 

While the Sixteen Nations had been toiling at their figures in 
Paris, considerable activity was beginning on the other side of 
the Atlantic, dn June 22nd, Pr esj de nt. .Truman. set. pp. three,. groups, 
to advi sejiim on.different aspecj^_ojfjhe ,0an. The first of these, a 
. body of distinguished citizens drawn from both parties and from 
business and labour and the world of education, met under the 
chairmanship of Mr. AvereU Harriman, the Secretary of Com- 
merce, to discuss the resources that America could afford to 
make available for foreign aid, to determine on what scale they 
might safely be given and what the impact on the domestic 
economy of such a programme would be. The two other groups 
, were drawn from oflicial circles. Mr. Krug’s committee studied 
the effect of a foreign aid programme on American resources in 
- the broadest sense and Dr. Nourse’s committee its impact on the 
American economy. All three bodies had issued their Reports by 
} the time the special Session of Congress assembled early in 
November. 

The President was not the only one to initiate action. Under 
the leadership of a Republican Congressman, Mr. Christian 
Herter, a Committee of Congressmen of both parties visited 
Europe in the course of the summer and worked in a sustained 
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t and studious manner to master the facts of the situation Similar 
visits were paid by members of ifae Senate In ail, over 700 Con- 
^essmen crossed the AUantio— a greater number bent on a 
more senous mission than at any tune m Atncncan history Their 
expt-neace bad a remarkaUe effect upon their thinking The easy 
American criticism of the spring— that Europe was eating too 
much and working too little— weakened before the evidence of 
daily European hfe — the hungry faces of the Ruhr, the unremitting 
labour of Italian peasants, the patience and good humour of the 
Bntish man m the street 

Even unofficial groups bestirred themselves and booked pas- 
sages for Europe From the Middle West, for instance, the tradi- 
tionally isolationist, anti intemalionahst heart of America, came 
a self financed group of fanners to Jeam the facts at first hand 
All this interest and experience, coupled with the contmuous 
reporting and explauiiog of the Press wbueb, on the whole, adopted 
a posiUse and constructive attitude towards the need for European 
aid, began to seep down into the public mind When Congress 
reassembled, its members knew (hatet^n if the high cost of living 
and the scale of taxauon cooUnued to bold first place in theit 
constituents’ political preoccupations, European aid had, oeter' 
theless, become a reasonable and acceptable subject which could 
be supported without exposmg the supporter to the opposite 
charges of “warmonger'' or “fellow traveller " 

The atmosphere in Washington was thus not unfavourable to 
the idea of a European recovery programme when the delegates 
from the Fans Conference amved, but the atmosphere was not 
necessarily very favourable to them, for the cnUcxsras made of 
the Report had travelled ahead of them In fact, however, the 
excellence of the leadership provided by Sir Ohver Franks and 
the mcieasmgly obvious fact that m the time allow^ the Pans 
esumates were the most senous and solid that any group of 
experts were hkely to collect, stilled the cnucism and the State 
Department very largely ba^ ihcir own calculations and the 
Bill they were drafting oa the Pans Report The whole point 
would hardly be worth menboiung were it not a retmndcr of a 
factor which will play a part throughout the years of the Plan 
It IS the need to maintain in Washington men of sufficient calibre 
to understand and counter the inevitable undercurrent of criUcism 
which will continue in Washington and, particularly, in Congress, 
SO long as free American gifts are being spent in other countnes 
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In .this. context, the appointm of Sir Oliver Franks as British 
Amb^sador to the United States may have the most far-reaching 
results. ' / - 

Wiile the State Department worked on its preparations, the 
, Harriman Committee, consulting freely with the European repre- 
sentatives, prepared its Report. It is not necessary to describe it 
in any detail for its most important recommendations appeared 
in the President’s final European Co-operation BUI. Its general 
conclusion was to support the proposal for aid, and to reafiSrm the 
' conviction of both the Krug and the Nourse Committees that the 
: ; resources for such a programme were available and that although 
the inflationary eSect of taking goods out of such an eager 
market as that of the United States would need to be carefully 
watched,, the programme could be undertaken without endanger- 
ing the domestic economy. But one aspect of the Harriman Com- 
mittee does deserve more attention — ^not its conclusions so much 
as, the manner in which it reached them, not so much the final 
results , as the struggle within the Committee to reach them. 

. One of the criticisms which the project of a joint European 
Recovery programme will have to counter throughout its course is 
that it is a plot on the part of American capital to infiltrate the 
. European market and to reduce it to colonial status by capital 
investment on the one hand, and on the other by safeguarding 
its markets as a dumping ground for American goods. The Com- 
munists took up the theme from the morrow of Mr. Molotov’s 
withdrawal, which had given the key-note to the campaign — that 
' ; of national sovereign independence struggling for freedom from 
capitalist and imperialist control. “America,” said the Com- 
munists, “is on the verge of a slump. It is already sufiering from 
those crises of over-production which precipitate the crash. In 
a last desperate effort, its capitalists are trying in the old im- 
perialist fashion to seize markets overseas as a safety valve for 
the goods they cannot sell to an^knpoverished -working-class at 
home. T he Eu ropean- Recovefy' Programme is only American 
imperialiimwrit smal^forToreign cdnsuihption.’’ 

T1 & Harriman C ommittee — the first thoroughly representative 
American body to consider ERP — throws considerable light on 
the Communist criticism. It included representatives of big busi- . 
ness. Its chairman, Mr. Harriman, came from a family with a long 
tradition of wealth and industrial power. Even among the educa- 
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iiraal leaders there «cre a number of men nhose sympathies 
TaM und m he with business Tbe 
Labour nas reduced to one since the delegate from 
Merauon of Ubour only attended a couple of ; 

then, if aoynhere, the beginnings of the eapitahst plot should have 
been observable 

The history of the Committee-s dehberatioM is 
comic rebuttal of the “capitalist, impenalist 
From the first day, it nas quite clear that the chief 
ihe idea of ERP came from the Chairman, from non-busmes^ 
rcpresentaUNCS and from the delegate of the hpliesc 

duslnal Organizations The business men were tnehned to beuevc 
that America could not afford so big a programme of “sis^^ 
They did not see Viherc the extra supplies of raw 
manufactures v-crc to come from Apart 
tobacco, and possibly grain, the United Stales had 
at all Diversion of precious goods from the home market worn 
increase inllauonary pressures For unp«nalists searching 0 ‘ 
perately for an outlet for their glutted goods, the business waacre 
on the Harriraan CotnnuUec ccrtamly behaved m a very ouno" 
fashion It was almost as thou^ they did not v^anl to ” 

Europe at all, and if there were gluts on the American mwK 
they apparently had not noticed them They simply looked 
their order books, crammed with safe doroesUe ordcre for 
next four years and European markets looked to them mo 
dubious than ever On one point, in particular, they reroam 
adamant They could not and would not export more crude 
steel or scrap Such a step would bo endangering Amenca 
domestic production All the dissenting members of the Com- 
mittee could wnte mlo the Report was a grudging admissnm 
that the steel companies might reconsider the question of expand- 
ing steel capacity in the Umted States 


The keenest supporter of the Plan, with the possible exception 
of its able and persuasive chairman, was the representative of the 
CIO He made no secret of bis beh^ that the aid should be much 
larger and that only ‘ the selfishness of the vested interests” vv^ 
keeping ii between the $12 bilhon and $17 billion which the 
Committee decided were reasonable upper and lower limits to 
set. Thus the chief exponent of the “imperialist plot” at this, its 
first crucial discussion, was the secretary of the more radical of 
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America’s two major unions. The worldng-class representative 
backed most stron^y the “plot to enslave the working class.” 

When Congress assembled in special Session on November 13th, 
its principal task was to consider and pass a Bill for Interim Aid 
for France, Italy, and Austria — three countries which were already 
in the throes of a dollar crisis. Any reservations Congressmen 
might have had on the urgency of the measure were dispelled by 
the choice of November by the French Communists for the first 
of their obviously political strikes, designed to undo the plan for 
European recovery by ensuring that the participating nations 
should be ruined before outside relief could come to their assist- 
ance. The events in Paris and Washington reacted upon each 
other. The French crisis speeded the passage of Interim Aid, the 
prospect of rapid assistance strengthened the hands of the Centre 
Government in France and gave trade union leaders such as Leon 
Jouhaux the opportunity to denounce the Communists for strik- 
ing against their country’s material recovery. Without the certainty 
of further help, neither Government nor independent trade 
unionist could have mastered the situation without capitulation 
on the one hand, or violence on the other. If the men in Congress 
and in the American street wished for concrete proof of the 
effectiveness of the Marshall Plan as a peaceful counter-offensive 
against Communism, the petering out of the November strikes 
in France and the resulting split of the powerful Confdddration 
Genirale du Travail into a Communist and a non-Communist 
wing provided it at a crucial moment. The Bill for Interim Aid 
was passed and a few days later the President published the 
draft of a BUI for European Recovery — the “Economic Co- 
operation Act of 1948.” 

It is not necessary to recall in detail the debate whereby both 
Houses of Congress between January and early April convinced 
‘themselves that it was necessary to pass the Economic Co- 
operation Act. Their final version did not differ much in structure 
from the proposals put forward by the President and the main 
provisions will be discussed in later pages. Here two points only 
need be considered. The first is the impact on the debate in Con- 
gress of the Communist coup in Czechoslovakia. With the brutal 
suppression of free government in Prague, the Russians proved 
to all whom fanaticism does not blind that in their present mood 
not only can they not co-operate with otor nations, but that they 
will suppress all save Communist influence in any area they can 
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control In Czechoslovakia no mitigaliog excuse of strategic fear 
or of anxiety for Russian secunty could be brought forward 
Every party in Czechoslovakia, from Right to Left, blindly sup- 
ported the Russian alhance So convinced were all Czechs that 
Germany, a revned, mihtanst Gcnaany, was the real danger, 
that virtually no one questioned the completely essential nature 
of securing and maintaimng Russian friendship and support 
The coup d'etat shov^ed with melancholy force that for the time 
being at least, Russia is capable of treatmg other nations only as 
enenues or slaves 

In Western Europe, the Communist coup remforced a hundred- 
fold the need for the rcmaimag democracies to concert their 
strength and reinforce their oo operation In Washington, the 
Commumst aggression once again underlmcd the need for the 
quick passing of the Marshall Plan at a turning point in the Con- 
gressional debate and the fact that the Bill was law by the first 
days of April, without substantial modiCcatioos or inconvenient 
annexes, must be laid in the first place at the Commuxust door 
Welcome as was this speedy legislation to the hard-pressed 
nations m Western Europe, the more alert among them were con- 
scious of a danger The Dill had been passed by a large, an 
unnaturally large majority, isolationists, Pacific-firsters, British 
baiters and anti Europeans all votmg on the same side, hypnotized 
by the Communist threat The motive behind their voting. waaihus 
predominantly negative— their fear of Communism, not their 
positive support for the idea of European reconstruction Cl^Sy 
negative support tends to be the most ephemeral and uncertain 
What, then, would be the consequence if the Russians were to 
realize that their lotransigence was only stunuJating America to 
action and were to try mstead a quiet and concdiatory policy? 
Would Congressional support for the whole idea of European 
recovery abruptly decline? The Czedi coup, by stamEeding^every- 
on£ into the anti Comiminist camp, helped to mask the degree 
of genuine, convinced and positive support for the Recovery Pro- 
gramme The first large majority for its passage m Apnl, 1948, 
gave no hint how the same or similar Congressmen would vote 
for a continuance of the measure in a later year 
The second pomt to be made is the scale of assistance promised 
President Truman had onginally thought of askmfii*^ 
517 bilhon for the four years (Ths 'compMes with the Pans 
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jB^e of §19.3 billion.) On the advice of the Congressional 
leaders, he deleted the four-year figure before submitting the Bill 
to Congress. Instead he asked for §6.8 billion for the first year. 
In the course of the debate. Congress decided not to legislate for 
the full year from June, 1948, to June, 1949, but to leave the 
financing of the second 1949 quarter to the Congress which would 
be elected in November, 1948. The figure was therefore reduced 
to §5;3 billion and it was, laid down ihat one_ bilHQn„sliould_-be 
pravided-i n the shape o f loans . This was the final figure authorked 
by Cong ress. 

This figure, however, is too indeterminate to be used as a basis 
of comparison between the Paris estimates of what ERP would 
entail and the American estimates upon which the President based 
his original Bill. The surest basis of comparison is to use the report 
which the President presented to Congress when the Bill was first 
introduced and which represents the most detailed American 
examination made of the Plan, not only for the first year, but the 
fuU four years of its working. 

In analysing this report, three points must first of aU be estab- 
lished. The first is the question -whether-the-United.. States can 
fiil^the estimat es of need established at Paris; the secqnd_is 
whe ther the United Sta tes c onsiders the Paris estimates of Europe’s 
ow n production are r easonable and possiblerthe third is whether 
theJPa_ris..and. the Washington-proposals.agree on the. scale-of .the 
d eficit wh ich may remain at the end of theJb.ur_years. The three 
questions are obviously closely interconnected. If the supplies 
available to Europe are, in fact, less than the Paris estimates, it 
may follow that the targets for European production will have to 
be lowered and less European production might result in a decline 
in exports greater than any decline in imports brought about by 
the unavailability of certain supplies — in which case the risk of a 
deficit would be greater. But before any detailed comparison 
between Paris figures and Washington figures is made, it should be 
quite clear that the only reason for noting whether American 
supplies fall short of European demands is to assess squarely the 
extra burden of effort and planning which these short-falls place 
upon the Sixteen Nations. It is emphatically not in any way to 
belittle the scale of American assistance. It cannot be repeated too 
often that American aid, a large part of which is to be transferred 
as a free gift, represents a gesture of international solidarity un- 



paralleled in peacetime* If the allocations do not at every point 
reach the amounts hoped for, ibe almost jnvanablc reason is a 
shortage of the particular commodity in ihe Unit^ Stat^ — and 
everywhere else As we have already seen, there arc, for the tune 
being, few surpluses of any commodity waiting to be disposed of 
in Amenca 

In a world in which the habitual exports between nations seem 
to be animosity, slander, suspicion, and di will, the Amcncan 
programme of assistance represents a redeeming act of solidarity, 
and this fact should be steadily borne in mind when any com- 
parisons between European hopes and Amcncan availabilities 
are being considered 
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The clearest method of comparison is to take the chief cate- 
gories already examined in relation to the Paris Report. In all 
save two commodities — cotton and tobacco, of which genuine 
export surpluses exist — the United States’ figures for agricultural 
supplies, are below the estimated needs of the Sixteen Nations. 
Between 1948 and 1951 bread grains will be less by over 7 million 
tons, coarse grains by over 10 million, fats and oils by 3 million, 
meat by nearly 2 million.^ The Americans’ reasons for these reduc- 
tions are certainly prudent. They point out that the United States 
has now had seven or eight bumper harvests in succession and 
that such a sequence cannot be relied upon to continue, especially 
since the world demand for grain has had the effect of bringing 
marginal land into cultivation in the United States with all the 
risks it entails of recreating the Dust Bowl of the ’thirties when 
four or five droughts in succession dried up and blew away the 
thin top soil already loosened by excessive ploughing. 

The Americans are in a position to meet the estimates for coal 
put forward by the Sixteen Nations. The scale of need after 1948 
is difficult to estimate, for it is the intention of the Sixteen to 
rely more and more on Polish coal for their small deficit (which is 
no more than a few per cent, of their own high annual production 
— 435 million tons by early 1949). American coal has never been 
part of the pattern of European imports, for the shipping of it is 
entirely uneconomic. The Americans have guaranteed the needed 
figure of 41 million tons for 1948. Thereafter, their contribution 
will be determined by the available exports of Polish coal. 

^ The full figures for three years of the Plan are as follows: — 


Estimated Imports of Selected Agricultural CoMMODtriEs* 

(In millions of metric tons) 

1948-49 1949-50 1950-51 



Paris 

United 

Paris 

United 

Paris 

United 


Report 

States 

Report 

States 

Report 

States 

Bread grainsf 

. . 19.6 

16.0 

18.7 

16.7 

17.9 

15.9 

Coarse grainst 

.. 9.9 

6.0 

11.1 

8.0 

11.7 

8.8 

Fats and oils 

.. 1.9 

1.1 

2.2 

0.9 

2.3 

1.1 

Meat 

.. 2.3 

1.8 

2.4 

1.8 

2.5 

1.8 

Sugar 

2.2 

2.3 

2.3 

, 2.1 

2.3 

2.0 

Canned and dried milk 

. . 0.21 

0.32 

0.21 

0.21 

0.21 

0.17 

Dried fruit . . 

. . 0.23 

0.22 

0.21 

0.21 

0.14 

0.24 

Tobacco 

. . 0.17 

0.27 

0.17 

0.28 

0.17 

0.28 

Cotton .. . .. 

. , — - 

1.1 

— 

1.2 

— 

1.3 

Nitrogen : . . 

. . 0.23 

0.18 

0.08 

0.12 

— 

0.04 


. * Imports from non-participating countries only, except where otherwise specified. 
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Petroleum products cannot, on the other hand, be provided on 
the scale required by the Sixteen Nations The Pans estimates 
have therefore been cut by 10 per cent Only domestic petrol 
rationing in the United Stales could provide a sufficient surplus 
and it IS not possible to reintroduce raboning in peacetime As it 
IS, the Amencans feci some anxiety about their own domestic 
reserves and a large part of the petrol for the Sixteen will be 
exported from American {and British) sources m the Middle East 

The gramt shortfall— the one which affects the widest area of 
the Recovery Programme — is the shortfall m steel ‘ The figure for 
finished steel has been increased to offset the very senous shortages 
of crude steel and scrap and even this concession wiU entail some 
rationing in the United States and some diversion of steel from 
urgent domestic production The Amencans suggest that some 
of the deficit in scrap can be made good by scrap collections in 
Germany and that some of the steel making plant may be obtain 
able by way of reparations But these sources are quite inadequate 
to fill m the gap and the effect on the Recovery Programme will 
be (0 create a senous matadjustmeot in all its industnal estimates 
which only careful and co-ordinated pbnning can overcome U 
IS over the allocation of umversaUy seeded ste^ that the Sixteen's 
capacity for joint aecemeat and action may first be senously 
tested 

The shortage is made more difficult by the fact that the United 
States can provide only a part of the industnal equipment for 
which the Sixteen Nations put in a bid The shortfall m steel 
equipment has already been given (in note* below) Fraght cars 
are not available to the required amount ’ Agricultural equip- 
ment IS to be cut from an estimated need valued at $I 2 billion 
to $637 nulhon, the Amencans doubting whether small scale 
European farms can absorb all (he heavy tractors and harvesters 
for which they have asked On the other hand, the estimates for 

'The actual figures are as follows -> 
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supplies of all types of mining machinery are only slightly below 
the estimate in the Paris Report, and the United States also hopes 
to supply the specialized extra equipment needed to expand the 
production of electricity. 

These cuts, some of them severe, must clearly lead to a number 
of drastic readjustments in the national programmes of the 
Sbcteen. The shortages in grain suggest that more European pro- 
duction will have to be devoted to cereals and the general intention 
to turn, asThe Programme advances, from grain to the raising of 
livestock will have to be postponed. American experts believe 
that the Sixteen Nations can do better than restore their pre-war 
levels in the production of cereals with the help of more ferti- 
lizers and more mechanization, but part of the increase must 
necessarily be at the cost of producing more meat, fats, and dairy 
products.' 

But more mechanization of agriculture and a greater output of 
fertilizers depend upon the general level of industrial activity, yet, 
as we have seen, less iron and steel and less capital equipment are 
to be made available than was originally hoped. Thus, without 
new plans, and new effort, it follows that in(ius.triaL activity will 
be Jawer-than~was- forecast- at Paris an d this i n turn voll affect 
the prospects for agric^ture. Is the prospect, therefore, a declin-,,' 
ing spiral in Western Europe in both industry and agriculture? / 

The only way to counter this danger is to raise the sights in 
European production, and since coal is the basis of the. industrial 
py faihid , the key to increased productivity lies to some extent 
in Europe’s own hands. Can-Coal.prod.uction- be.increased? 

The present position is that even after the substitution of some 
electricity and petrol as sources of energy, three^quarters-of- the- 
po wer need ed fo tur n the wheels..of the West Euro pe a n eco nomy 
w ilfhe dCT ived--from-coal. American experts believe that Europe 
can reach its targets — the coal, the manpower, the equipment. 


' Tills table contrasts European and American forecasts of agricultural production 
in Europe: — 
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extent over-ambitious. It can be achieved in time/ but certainly 
not in the four years of the Plan. The Sixteen Nations cannot 
mechanize agriculture, restore their merchant fleets to the pre-war 
level, more than double their oil-refining capacity, increase their 
inland transport by 25 per cent, above pre-war, expand the pro- 
duction of coaTand steel well above the pre-war averages and 
provide most of the capital equipment necessary to do so and 
nearly double their exports — or at least they cannot achieve all 
this in four years. The materials are not likely to be available 
(even with a phenomenal increase in the output of coal and steel) 
and their economies probably cannot stand without grave risk 
of continued and increased inflation the diversion of so much 
manpower and so many supplies to the production of capital 
and not of consumer goods. 

These conclusions do not mean that the European Recovery 
Programme cannot succeed. Even if these reductions and reserva- 
tions are made, both the possibilities of European production 
and the scale of American aid are tremendous, but the fact that 
they may not be as great as was first expected entails two conse- 
quences — that the need of each nation to fulfil its own quota of 
production is doubly urgent and this is particularly true of 
Britain where the bulk of the coal, steel, and industrial equipment 
is to be produced. If British production falters, the whole European 
programme is in jeopardy. The second consequence will be dis- 
cussed at greater length on a later page. Here it need only be 
mentioned once more. The greater the shortages, the greater the 
need for joint planning and joint allocation of the scarce supplies. 



CHAPTER Xll 


THE DOLLAR DEFICIT 

Tlicre remains the problem of the cost of the prognunrae and 
the Mtal question whether, on American estimates, the aim of 
creating a balance between imports and exports can be attained 
within the framework of the Marshall Plan It is a tribute to the 
seriousness wjtli which the experts at Pans went to work that the 
final figures of financial aid proposed by the President did not 
diffet very greatly from those suggested at Pans The President 
dealt with Uie problem of the probable level of prices by assuming 
an upper and a lower limit If pnccs faded to fall and remained 
above the July, 1947 level, theo the deficit to be financed by 
the United States would be in the neighbourhood of j 22 bilbon 
—almost the exact deficit calculated at Pans Pnccs ml^f, how* 
ever fall and the President fixed the lower limit at $1 94 bd ^oo 
From these two figures, he subtracted about $4 b lllioa, which 
would be drawnfromotbcrsources,8uch as thelntemalional Bank* 
and about $S00 million representing the War l^epartmc^t's 
appropnalion for supplies for Gennany These deductions g^e 
an upper limit of $17 8 biihon and a lower limit of $15 ^bilUcm 
The President therefore assumed that a $17 bdUon appropnalion 
might reasonably be expected to cover the deficit The figure of 
$17 billion IS however important only as showing the possible 
order of magmtude of Amencan help It was, as we have seen, 
dropped before the proposals went to Congress, with the excuse 
that Confess cannot m any case appropriate money for more than 
one year at a time A more sigiuficanl figure was therefore the 
figure for the first year of the Plan The Pans figure was about 
$7 biUiotu The President proposed instead $6 ^biUmn and 
finally a figure of $5 3 for the first nine months This latter figure 
v/as finally adopted 

In general it can be seen that the Amencan estimates of the 
size of the four year deficit to be financed by the United States 
are not very different from those made in Pans However, on the 
question whether, at the end of the four years of the Programme, 
a balance would hav c been restored between miports and exports 
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and whether the aim of restoring economic independence to 
Western Europe would have been achieved, the American con- 
clusions were, if anything, more pessimistic than those of the 
Paris Report. If the figures for the whole period are studied,^ one 
fact emerges with startling force. The 
balance_ ^bet we en E uropean imports . and European exppxts„ in 
' 195 1-52 ..tp. be put ofjjalaiice with each of Europ.e’s,. three groups 
of trading.partners — the United States, the other nations in the 
Western Hemisphere, and the other non-participating countries. 
In spite of a favourable balance on certain invisible items, the 
deficit in 1951-52 is expected to be not much short of §3 biUion 
(the actual figure is §2,847 million) — ^in other words, the 1951 
deficit would still be 50 per cent, of the deficit for 1948. This 
possibility appears all the more disturbing in the light of the fact 
that the United States estimates put European exports to the 
Western Hemisphere at a consistently higher figure than does 
the Paris Report, while the import figures in both documents are 


‘Balanob of Payments on Current Account of the Participating Countries 
%viTH the Rest of the World, April 1, 1948, to June 30, 1952 

Millions of dollars — ^July 1, 1947, prices 



1949-50 

1950-51 

1951-52 

Imports from — 




United States 

Other Western Hemisphere 
. Other non-participants .. 

5,209 

4,114 

5,777 

4,858 

4,255 

6,203 

4,598 

4,273 

6,327- 

Exports to — 




United States 

Other Western Hemisphere 

Other non-participants . , 

2,134 

1,892 

5,070 

2,462 

2,298 

5,635 

2,759 

2,589 

6,075 

Merchandise balance — 




United States 

Other Western Hemisphere 

Other non-participants . . 

-3,075 

-2,222 

-707 

-2,396 
- 1,957 
-568 

-1,839 

-1,684 

-252 

Net invisibles — 




United States 

Other Western Hemisphere 

Other non-participants . . 

-1-244 

-147 

-f60S 

-f403 

-90 

-1-656 

+299 

-69. 

+698 

Balance on Current Account-~ 




United States ' . . . . . . 

Other Western Hemisphere 

Other non-participants . . ,, 

.. .. -2,831 

, .. .. -2,369 

,. --102 

-1,993. 

-2,047 

+88 

-1,540 
-1,753 
. +446 
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not scnkiDgly divergent ‘ From Uas fact onJy one conclusion can 
be dra'A-n If, as seems all too liJxIy, the Sixteen Nations do not 
achieve such a high level of exports to the Americas, the_ defig t 
m 1951 will be bigger suU 

This possibility is borne out by other reports prepared by 
Amencan experts, in particular by various studies on the Sixteen 
Nations published separately, country by country According to 
these studies only three nations will have cov'ered their dollar 
deficits by 1951 — Sweden, Switxctland, and Turkey Norway and 
Portugal V. 1 II be m a position to meet SO to 85 per cent of it, 
Bnlatn and France 70 per cent , Belgium 60 per cent , Holland 
45 per cent . Germany 40 per cent , and Italy, Greece, and Den- 
mark only 30 per cent Admittedly all these figures arc only 
estimates Yet they all point in the same direction— to the fact 
that however valuable the Marshall Plan may be in the raising 
of European productivity and in mauuaming a standard of living 
m \kcsiem Europe and m giving the necessary impetus to revived 
European efton, it docs not automatically, without further 
thought or elTort, solve the baste problem of Western Europe— 
that It is pcrmaneotly short of dollars and pcrmancnlly teodiog 
to fall into debt. 

If the solution to this problem t$ not to be found automatically 
in the unfolding of the Marshall plan, it must be inserted into it 
by positive action It cannot be found by bilateral plannmg, each 
nation attempting in isolation to contract its imports and expand 
its exports particularly to dollar counines This Imc has been 
pursued over the last eighteen months and the results were the 
dislocauon and deadlock of 1947 As each nation reduces its 
imports, oibeis can sell less and therefore buy less, so the viaous 
spiral of falling markets circles downwards And each nation 
urgently seeking to sell in the same dollar markets, by duplication 
and wasteful cocnpecition, reduces the efieciivcness of Europe’s 
efforts to export There is only one way out of the deadlock and 
it is a drastic one — to concert between the Sixteen Nations, with 
all the sacrifices of separate sovctci^ty it would entail, a total 
'CoMPAftAnvi Estimates or Emuwean Thaoe vmn the VrtsioiN itoosPWM 
(MilbOQsofdtdlaisaiyuly IMT.pnccs) 


Uiiiled StAles l-fT»Tn A tf*s 
Pans Report Esntnate* 
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dollar , saving strategy in which every move would be related to 
the principal end— the expansion of domestic production, the 
expansion of sales to hard currency areas, and the elimination of 
all unessential dollar purchases. 

Something will be said of such a programme in a later chapter. 
Here it is only necessary to mention some of its features — ex- 
pansion of grain production, for instance, to reduce dependence 
upon cereals from the New World, substitution of wool and 
. rayon, which can be bought in Europe and in Australia, for cotton 
wbdch must mainly be purchased in America’s Deep South, 
replacement of American tobacco by tobacco from Europe and 
the Commonwealth, integration of the European steel industry 
to rationalize production and make possible a unified marketing 
policy, complete pooling of dollar earnings to ensure that they 
are spent only on essential articles — these are only a few of the 
policies which would be necessary in any serious attempt to put 
an end to the disequilibrium in the Western European balance of 
payments and restore the area as an independent economic 
community. But these policies in their turn demand a degree of 
economic co-operation and central planning at least as great as 
those achieved by the chief belligerents during the war through 
their Combined Boards and Combined Chiefs of Staff. Indeed, 

. since the legitimate objectives of policy in peacetune are so much 
more complex than the overriding wartime aim .to defeat the 
enemy, effective co-operation to-day probably demands stronger 
central direction and more far-reaching co-ordination of policy 
than anything achieved between 1941 and 1945. It follows that 
the ;SMeen_Natigns_cann_ot hope to jwork put a conimqn,strate^gy 
unl ess their C^ontinuin g Organizati onjas the p owers and .scoDe 
of ii^conomic General Staff, entrusted with the task of “winniiig,. 
th e'bmtie'for the dollar”~" with~~evCTy m^ns^ncl' eyery^^ . 

itsjdisposal..,-. 

It is for this reason that measures such as the formation of a 
Customs Union and even an agreement on a system of balancing 
inter-European payments are subsidiary to the policies necessary 
to solve the overriding problem of the dollar shortage. They have, 

, naturally, their own importance and they will be discussed on a 
, later pagBi but they are not to be thought of as substitutes for 
genuine economic co-ordination and planning. They merely make 
easier and, bigger an existing flow of trade. They dp not alter its, 
direction. A European Customs Union, . conceived without any 
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Lonlmauon of “toittsfA umS’Empc 

the Wcstcra Hemisphere and p between the ^tio^ 

ropovemhed and war anils w-U ”“‘ 

dnane Bdsian economy to Bclpum 

matically provido Holland sirens* as tl« Bclsa* 

nor grte the Dutch d“‘““^°Ss' for Monomre undicauon ate 
For that, much more dtasuc plans lor 

"TeXr conclusion to be dra«nfrom|h,s—-:a 
Eriopcan Recoiery P'<'Pr”|“fsCiSm4« ^ 
the ciaminauon started ^^S^L-AssociaUalL. I''® SottiM 
neither creates not presents „eccmeal assistance. 

Mahons can either use it “ “ JUipemUve lentiinh 

or they can make it the toundauon of a new e „„„ 

desi^rf to hnng about peaetUme, and by 

or twice m the history of into a sin^ 

voluntary consent-lhe nmon of differed eontamed 

eeononue and pohueal co^nmly the « 
m the sanous proposals take the eeononue assist- 

sbow that the way of bilalerf ^tem Europe 

auee leads back to where the Ebm begu^W a w 
sun unable to pay ns way. sUU s^bing h. s^ud ah. 
more each year than it can earn In other ^s. ffi 
estimates sharply reinforces the larger lesson 
■Western Europe must unite in onier to _ History’s 

Here surely is a remarkable comadence of iot«esis 
lesson IS that the old nineteenth^ntury *spenMU 
nauonal sosctcignues has passed away, leaving „owmg 

urgent problem of teotdctmg Western ^lero 

pohueal threat of Conunurmm m Sovet-conlloB^ 

Europe underlines the need for the umon of j,^nde upoB 
resold The European Recoiery Plan’s success <1^ 
a full co-ordination of economic policy betv. cen Wc » 
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. the dollar deficit 
■ f +Vif» scheme demands “more perfect 

America, the^ ° c^st obiectives. Nobody can deny the 

union” as one of the Plans first 

impressive completeness o association. Yet at the risk of 

their own experience of jre^hng CbS-ederatioh. None ofthe, 

between, the thirteen States ^ _j^£uropean Customs Umon 

problems facing a pos^^ie economic bait offered by the 
was at issue ip those days. ^ . |j 5 ts__vvas a high uniform 
party supporting union industries. The common interest 

protection for J'fu^nre development and at the same 

which both gave scope for ^as the existence of v£^t 

time provided an econojmc safety decision of the 

new territories lying to the West, ^ in trust for the 

new economic union was to -tates In Europe to-day, pro- 

whole repubUc not 

tecUon is no bait since h ^ are under various 

African Continent, large sjretches o ^ ^and 

European sovereignties, is the clos But these are 

waiting to be developed-and of 1787, which is 

■ not thephief reasons why f °^look, consciously or sub- 

the model to , which most ^er ns experiment, is 

consciously, in order to j g . -Qjg crucial reason has 
irrelevant to Europe’s P^f ^ \ Customs Union, however 
already been described. It ^ ao-operation, does not touch 

; ; useful as a subsidiary the dollar shortage, 

the core, of Europe’s economic prow measures 

The dollar shortage can only be de^ 
of regulation, co-ordination, a P ^ gome of them will 

in the American expenence. O ^^^^^^^^ ^ave felt 

resemble measures for which, ^ difficulUes 

considerable disapproval. We ^j^en Mr. Clayton came to 
which'made their ^faS’Ca^for wo^cations in the first 
Paris in September, 1947, policies necessary to con 

, draft ofth, Paris Report. 

V serve dollars, to .use them co-ordinated sales pohcy for 

' V doUar^impprts and to work out a co or 
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Europe’s vanous protets M ^ ftfSd SutTu h 

UOB.’ and as soeb. arc ,obacco-even 

discnminauon lo take steps ' j,sunimnaUoii to buy 

altbougji It does also save doto tM 

rayon m preference to the types of organic 

thereby There is Western Europe's butlEet by 

eo operation "ecessary to ba^^^ economic co operauon per- 
1952 are not necessarily the ty^ mnceotions of trade, or 

™?.ble according to iunete».h centujy^“^^^^^^^ 

enshrined in American m ^ cnomie unity 

Founding Fathers to create Amencas ec 

This American conSdence that mute Western 

be caned ofthenmetecnthcenturyvoUbee^u^w^^^^ 

Europe in a single pave already observed— the 

aspect of a general state of ™ , lE a f„ more loans, 

natural American tendency <» Wiove » mnee lasting over a 
a few more gifts, a lit le mo e is, inevitably, in 

few more years, the old world wdl "“"J ‘ , k,L , belund the 
the United States a behef that somewher , ^ 

tom and shabby facade vffa^ar and stable world It is 
and solid monuments of the ^ New Worlds 

rmeasureottheemol,onalgulfUt««ntbeOWandNe^^^^^ 

that Europe no longer shares 1“'^ ™ Emope 

reversed In a sense, Arocnca is now the oia w 

must learn to be a new world or t^nsh r n n m 

Tliere are possibilities of "“^understanding and n 

these new realities Neither men nor “ venture m 

hnqnish a familiar past But it is to a 't=®“'‘°“VAmencan 
pioneering that Western Europe is "‘“cd wiU be 

assistance and as in all pioneering, t relatton- 

challenging unfamiliar, and someUmes d""*' gcjJJcs stand 
ship beivveen the Ameimamaud the Europeauxo^imiM s 
the stram’ Will the American 2 Europe 

Western experiment possible at aU survive rP^ convicuons’ 

practising policies at vanance with Amencas deepest 

To give a pracueal instance, will the interests hamag^ by^^^ 
planned reducuon of Europe’s purchases m ^erica “ 
loMiy. the tobacco Ipbby, even tliepptent^ ^nxS^ation 
the chances of Congress making not only the 6tst approp 
for'European.aid, but the third and fourth as well? 
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Europe match- 

and pass Its targets o_pr gYei..closer political unity, a 

ing economic co-ordinaUon wi vitality and a 

Aj^Vestem Europe showmg an S , fear that the 

hew confidence m democraUc s European plough,, will 

.Americaiis,after-putUngMirM Am.erica’s 

draw it back. These P^ses have ahe^dy^ situations, its 
readiness to change,.. i^.. qui Western Europe 

sen sitiveness to a a four-year bounty 

‘canrisetoits new opportumty, achieved. The 

between benefactor and dependen between equals 

foundations will be laid for a lasting partnersmp 

and friends. 
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WESTERN ASSOCIATION 



CHAPTER Xni 


WESTERN DEFENCE 

Now, after what may have seemed a long digression, we are 
bade at our starting point — the problem of Western Europe’s 
nextlstep. The vanishing of the old nineteenth-century world has 
left a vacuum which time alone will not fill acceptably. We have 
seen how, in 1947, the Western nations had not even the mini- 
mum economic elbow-room to act. We have seen the readiness 
of America — against all expectation — to provide that elbow- 
room. And on examining the proposals of aid in some detail, we 
have discovered, not so much that their realization might make a 
Western association possible, as that they cannot be realized 
without forging closer links between the Western States. The 
urgdicies of history thus unite with the urgencies of immediate 
economic survival — and both press towards union in the West. 
That is the first lesson of 1948. But how? That is the year’s first 
riddle. 

This point in time — early March, 1948 — ^is in many ways an 
unfortunate moment at which to write of the prospects of Western 
association. In' the seven months that must elapse before this 
book can appear, many of the steps which to-day seem all too 
remote may have been taken. Difficulties which seem insur- 
.mountable may have vanished. Co-operation may have been 
advanced to points which now seem visionary. No one can have 
lived through the months between the issue of the Paris Report 
and, the Communist coup d’etat in Prague without having" the 
sense, that the great stream of history is suddenly gathering speed. 
In setting up a signpost now, a writer takes the risk that, when 
. the. time comes to read its directions, they will not be pointing 
forwards to new stretches of human endeavour, but foolishly 
backwards, to. results already achieved. Yet the risk has to be 
taken and there is consolation in this fact at least-^the Marshall 
Plan is to last four years and the full articulation of a Western 
Union is likely to take even longer. It was not after all on the 
first, day of the wartime alliance between Britain and America 
thaf .SHAEF was established, with its complete pooling lof the 
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men and tta 
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disorgamz&cLEurope Western 
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4 . Tint the wider answer is not so simple, 
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. in .Wekern Europe by the MarshaU Pl^^^^ 
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that the Czccli crisis was an indirect tribute to the force and 
attractiveness of the ideas latent m Western recovery, rather than 
the first step in a calculated ifian of aggression against the West 
If this mierprctauon is corre^ the building of a defensive sjsicm 
m Western Europe, although urgent, is in the long run less 
important than pursuing with every resource at the various 
nations* disposal the rccoiery and integration of the Western 
fnngc 



CHAPTER XIV 

INSTRUMENTS FOR A WESTERN PLAN 

The general aim of Western its 

already , been laid ^s^nipUon not lower than that 

foreign, accounts at a level of . P ^ Ughcr. This aim has 

of 1946 and in some countries, con general, to make 
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of State. He will have a free hand to down in the Bill 

work out methods of operation, ^ - -ton that he will be 

that Ks, headquarters vjtt ® “’e“ ope. and by 

■ represented by an Ambassador 



attached to each parh^P®®”® 

~=“-V.S“rsSr — 

ssr.,Sf.-=}ts^~iS 

togh fore discussing U» their Continuing 

appointed Befo GovernmeoB and “^lat one cause 

i=SS£HH5^ 

„here attempts ““ 'al Sed only by a P‘X„^ 

S£S^2S-S5S:r» 
■gifSSSlsSS, 

Tavdlble problem of to StxhB ^ ^ 

:rSe under <m»tottoB 


unavoidable prooiem o. - , ,o sausiy 

with to need tor enough /““"f ” under constant to 

The uhole Recovery the grounds that it is to f *,1 

SSSiSI ^s ais 

Europe s nght to national Adnu^st^ 

v«en otucged incessantly ever since in bodies as n» 

t ta as such independent repres'ntauve W 


Europe s ngUt to naiiouaa A<uniu.-' 

v«en olucged incessantly ever since in bodies as n» 

S. t wed as sueh independent toP^^f^thTdanger and 
Hatnman Committee, arc ““P'f* programme any «» 
have done then utmost to csclude from to p gr^^ nu#‘ 

dilions or ‘ stnngs da^png oropaganda* h 


have done tticir uunosi .0 cvude f^™ to P™g“““hich !»#* 
diuons o, • strings" danrnj^^ SdZJsd pr^gandm » 
become the occasion of eflecuse cbould guarantee o 

Stassen-s plea that to Wtl= f“*“ * c 

to nauonalirc any mote industry "^ed in to Econoim' 

Mr Stassen.andtofewcommitmenBdei^dld 

Cooperation Act ate no menace to a rcasonao 


Mr biassen.auuviiv.t. 
Co"Opcration Act are 
lesp^ 



■ , V -• J INSTRUMEm^ FOR A WESTERN PLAN 

. The first comioitment, . which also figured in 
Bin- requires that the Governments 

assistance and seUmg it to their Currency Funds.” 

xeeds of these , sales aside m specif Locd Curr^oy ^ 

These- funds . are to be spent only by mutual agreeme 

the local- goverriment and .Washington a funds for 

seemed a danger that the earmarking 

later expenditure on capitd developments , Govem- 

:;cans infi. position to yem or at ka^ ^^"^andlS^^ 

. meat’s decision, on so vital a subject ^ interference and 

capital works programme. The possibihties ^^"“13 
ofkubn in such a project we^. hotvever, 

:. to which the Funds may be put have been scaled 

both useful and innocuous— for instan , „ carried by 

flationary tendencies by actually destroymg mihlic debt 

the sale^f dollar goods.or by using the sums to ^ 

One other suggestion is that the funds s ou p niaterials 
currency necessary, to build up stock piles o vi 

Tor . American use.' ' r. „ certain 

. ■/ This , brings .us to another cpndition--that afte 

period, the . European Governments should -^mLnsate the 
available raw materials to the United States o P 
Americans for the raw materials used up m prow 
i the Recovery Programme. This condition, whic _ doser 

■perfectly safe and reasonable, nevertheless ^man .1 

attention, for it. can lead back to Western Europe . 

' culty^the dollar shortage. If these stock piles ° . ^^se. 

.materials are later to be purchased in dollars, no nrovidine 

■ On the contrary, if the United States, after a cen P search 

most of its own needs in raw materials, a^t last auto- 

for those materials extensively abroad, there . ^gdn 

matic easing of the dollar problem. American prac 1 . . 

to come a little more into line with that of nme ee +uQPsten 
Britain, and as dollars go out in search ^ x u„v the 

, and, copper and manganese, other nations win be a e 
.:American goods, :of which, at present, they ^ ^ai solu- 

..strate^c stockpiles would become one part ot tn ° - r- ^tory 

tion, which in the long, run offers the only hope o a 
.relationship between America, and the rest of s gf 

solution resting .on a policy of increased enable the 

massive American: purchases abroad which wo 


•nffl wsr XT Bxv 

1 , Otacd by stetUng m the to' 
dollar >o play .ba stabtomg rote plxy^l 

“ bS »haa te quasuon of ““‘S 

r-=pToSas.-^^ 

li^^lsES^s 

S|:^S5SS 

economy and one more lactor i 

Sixteen Nations in Europe nnd Bave 6°"' “JS / 

Uken on both sides to reduce fncUon m to 

and European administrators. 

perhaps be laid donn . „encans can deal, not "I'd 

■the first IS that the more the organizaUon rept^ 

Government separately, but ^ a „a the ^a.® 

sentmB the eoUecUve of 'h' -unpenahst inter 

of opemng the door to torth. The more, tom 

vention,” “economic penctmbon. an onn 

v,ill the Amencans serve the end they ^ of European 

that of using the Recovery E>nn “ msm^^ j,d 

, integration The other rule is „ the Europeans 

pnneiple It is that the greaM dutn^f ^ ^ U,oit relation- 

can agree upon among themselves. the^eM 

ship nith the Amencan economic admimstrauon _ 

^'^c only nay to lUustiate these rules is to apply the 



VV; ; ; A WESTERN PLAN 167 

Hy^othetic^ case. Let iis take the question of crude steel — a vital 
commodity: for most of the Sixteen. The first stage is for the 
;;^ericans to determine the amounts that are available. This, as 
we have seen, they have already done and the figure is something 
■like 4 million, tons less for 1949 than the amount the Sixteen had 
-hoped: to obtain. At this point, the methods of aUocatiug the 
- reduced amounts of steel between the claimants can diverge 
. sharply.' One method would be for the Americans to do the whole 
’ob of allocation themselves, saying to the British, “Here is your 
ihare,” to the French, “Here is yours” — and so on. There are 
;ome. signs that this approach has been considered, for in the 
papers published by the President in January, 1948, some lists of 
latidnal allocations were given, in which the shares of the Sixteen 
in the key products were worked out for as far in advance as 
1951. This method would involve the American Administrator in 
sixteen different bilateral negotiations in which it would be his 
task: to test the accuracy of the national figures put before him, 
wei^ them against the urgency of other claims from other nations 
and decide whether, in the light of the general programme, it 
would be more valuable for a steel priority to go to France, say, 
or to Luxembmrg. In the course of such investigations, the Ameri- 
cans would, find themselves very heavily and very directly in- 
volved hi every aspect of each nation’s domestic economy and 
they would incidentally be obliged to rely very greatly on the 
assistance of local experts, since an American body of investiga- 
tors does not exist on-a scale to deal With sixteen separate national 
economies in Europe. This method of allocation may perhaps 
best, be described as treating Europe as a queue, the Americans 
nioving the nations up and down the queue according to their 
pwn.judgment of the urgency of the various needs. 

? Although the President’s Bill speaks of a series of bilateral 
negotiations between America and the Governments of the 
Sixteen, there is a possibility that other methods are envisaged. 
In the papers accompanying the President’s first draft of a Bill 
. pn E^ope^n Co-operation, it is stated that: 

iWthough, the ultimate determination of all allocations of 
• Hiuted. States supplies must remain with the United States, 
r it IS desirable to base these decisions on the multilaterally 
. agreed recommendations of the European Continuing Organ- 
; T^tion of thd participating countries or of other international 
. recommendatory bodies.’.’ .-v , 
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- eiits as turning over Egyptian cotton fields to wheat and cultivating 
new land in Syria with the aid of tractors. Another aspect of the 
work of increasing local resources to supplement lost imports lay 
in such programmes as a very rapid conversion of locomotives 
from coal to oil burning, and in the boosting of local industrial 
production in such vital necessities as fertilizers and the canning 
and preserving of foodstuffs. As an accompaniment to aU these 
activities, Middle Eastern governments were encouraged to come 
together to exchange technical information and experience, work 
put methods- of economic collaboration, and generally to take a 
timid step out of the cloistered seclusion in which they had 
pursu^ their national policies in the past. 

Lastly, the Centre had considerable influence in ensuring that 
the imports were, in fact, devoted to the purposes for which they 
had been asked, and in an area disorganized, unruly, and unused 
to the complicated administrative methods of Western States, 
the Centre managed to secure a fairly orderly distribution of 
wheat, and even in Syria and Lebanon to organize an effective 
body for the collection of grain. 

Thus on a small scale— for although the geographical area in 
the Middle East was vast, the density of population was low— the 
Middle East Supply Centre dealt with problems not altogether 
dissimilar from those which will face Western Europe. The basic 
problem of unavailable imports is common to both; the fact that 
the chief limiting factor in the Middle East was shipping, while in 
Western Europe it is dollars, does not entirely alter the principles 
upon which any programme of conservation, allocation and 
alternative supply should be based. The Middle East faced, in its 
modest way, the problem of increasing local production to replace 
supplies no longer available from overseas, and this is a problem 
wWch the central body of Western Europe must tackle on a 
vastly enlarged scale if some 2 billion dollars are to be cut out of 
its import programmes by 1951. The Supply Centre showed that 
governments as relatively backward and as technically ill-equipped 
as those, say, of Saudi Arabia or. Iraq, could be coaxed and 
cajoled into using their allotted supplies to good advantage and 
improving, local distribution in an area hi which, even in peace- 
time, the blackest of markets found their, natural habitat. In an 
area as much more developed, civilized, and sophisticated as 
Western Europe, a similar achievement should not be impossible. 
For the chief lesson of the Middle East Supply Centre is both a 
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sub-committee on steel, the executive agents, the various steel 
companies in the different countries. The next stage would be to 
substitute for the sub-committee on steel the board of manage- 
ment of a Western European Iron and Steel federation which 
would begin the task of substituting regional and functional 
groupings for the purely national divisions prevailing now. The 
last stage could be the establishment of a West European Steel 
Corporation, with branches in different regions all ultimately under 
the same management. Such a corporation would be very large, 
but not so large as the United States Steel Corporation, and it 
could copy from some of the biggest of the American concerns 
the experiments in decentralization and devolution upon which 
they have been engaged for some time past. 

A similar pattern might be followed with regard to coal — first, 
allocation and stimulus of production by a coal sub-committee, 
then the establishment of a coal federation based on the various 
national industries, most of which are already nationalized, and, 
lastly, a coal corporation operating freely across frontiers and 
planning its policy to meet the economic needs and to forward 
the interests of Western Europe as a whole. 

The establishment of such corporations would go some of the 
way to meet two difficulties — one economic and one political — 
both of which can be severe obstacles to the development of closer 
integration. The first is the difference in standards of living and in 
wage levels between different groups of Western European workers. 
A quick solution of the problem is not possible, nor need it ever 
be complete, for within a national economy there are great 
differences in the well-being of the same class of worker in 
different parts of the country or in the general standard of wealth 
between different regions. The Black Country -is wealthier than 
Tyneside, and the Londoner better off than the average citizen 
of Glasgow. But if some of the major industries were organized 
as international corporations there would be considerable pressure 
frorn. withiffi forcing them to adopt roughly equivalent wage and 
salary rates and to approximate the benefits available to different 
national groups within the concern as a whole. In this way an 
important step would have been taken towards the equalization 
of W^tern European living standards. 

The political difficulty is more grave and more immediate. For 
the last two yeairS all attempts to reach agreement between 
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At tlie same time the appropriate sub-committees for such items 
as meat and fats will be vigorously pursuing the policy of develop- 
ing alternative supplies of these commodities. Both Britain and 
France have started programmes for increased supplies of fats 
from ground-nut plantations in Africa, and other examples of the 
expansion that can be secured in return for the offer of stable 
markets are to be found in the agreements reached between various 
Australian states and Great Britain for an increase in dairy farm- 
ing and pig farming to serve British needs. 

The functions of a planning staff for basic European foodstuffs 
need not cease with the end of the period of shortage. If there is 
one thing above all else to which the farmer and the peasant are 
attached it is a reasonable stability of price, and most govern- 
ments in Western Europe have had at various times to guarantee 
the price of various agricultural products, particularly of wheat. 
There is no real reason why the staff entrusted during the Plan 
. with the task of rationing and allocating might not remain as a 
permanent body to advise the Western European farming com- 
munity on the amounts of various products consumption is likely 
to warrant, on the types of production most suited to particular 
areas, , on the new possibilities of production opened up by new 
methods. Now that most of the major importing and exporting 
nations have reached a Wheat Agreement to stabilize prices and 
production for the next five years, a European regional council 
would find its task simplified by the possibility of carrying it out 
within an orderly international framework. To such a council 
could be attached a scientific advisory body with regional offices, 
charged with such tasks as the improving of stock and the organ- 
izing and running of experimental farms and seed stations. In this 
aspect of its work it would naturally seek affiliation with the Food 
and Agriculture Organization. 

Ought a central agency responsible for interests and activities as 
vital as the steady and plentiful supply of foodstuffs to have no 
more than advisory powers? The difficulty lies in the impossibility 
of creating anything like an international organization to bring 
together . millions of farmers, peasants and smallholders. Yet a 
measure of discipline might be developed through a more centra- 
.lized production: and distribution of fertilizers. Loose regional 
farming federations or co-operatives could be entrusted with the 
distribution of fertilizer — ^which will in any case figure on ERP’s 
list of scarce conimodities for some years to come — and the sane- 
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laid off and lose their wages; as a result, the demand for consumer 
goods slackens as well and the spiral of declining demand runs 
disastrously from top to bottom of tlie economy, until the ex- 
haustion of stocks begins to create new demand wliich then spirals 
its way up again. Hitherto in capitalist economies both the upward 
and the downward spiral have been aggravated by the alternate 
waves of confidence and depression in business psychology, and 
by the unhappy incidence of the Government’s financial policy 
which remits taxation in times of prosperity and increases it when 
tmes are bad, thus encouraging inflation when a boom threatens 
and increasing deflation in time of depression. 

How can this deplorable economic phenomenon be countered? 
There is one possibility upon which schools of opinion as diverse 
as the economic experts of a vast private monopoly such as Lever 
Brothers on the one hand, and the theorists of the Labour Party 
on the other, are agreed, and that is the claim that if the expenditure 
of the community on capital goods can be spread evenly over the 
years and be maintained at a reasonably high level — say ten to 
fifteen per cent, of the national income — there is at least a very 
good chance that the major oscillations in the nation’s line of 
economic development can be evened out. 

The difficulty of applying this theory to individual countries in 
Western Europe is the degree of their dependence upon outside 
markets. For instance, the fact that Britain to-day has to pay three 
and four times as much as before the war for its food has brought 
the country face to face with national bankruptcy and no amount 
of sane and well-spaced internal capital development will remedy . 
:that fact. All the other trading nations of Western Europe are in 
the same case. In fact, there are virtually only two communities in 
the world to-day sufiRciently independent of outside influences to 
make the experiment. One is Soviet Russia, and, indeed, one of its 
claims is to have banished the trade cycle, but this achievement 
has been carried through by measures of control so total, and in 
economic conditions so backward, as to offer no very sure con- 
clusions to the W^tem World. On the other hand, the United 
States, an economy at "once free and inunensely wealthy, is most 
unlikely to make the first experiment in planned capital develop- 
ment, so strong is its present reaction against the .very idea of 
regulation. But in a West European economy in which the chief 
sectors of heavy industry were under central control, both the 
. scope and the means for such an experiment would exist. Western 
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possible lines of defence. Tbe first is to return to the old question; 
: “What then is the alternative? Let us admit that this course is 
difficult and often painful, but at least at the end of it lies hope. 
Will the alternatives of slow decline or sudden collapse prove less 
difficult or less painful, especially since they are of their very 
nature hopeless as well?” 
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especially, in the. vital fields of coal, timber and foodstuffs, may 
provide them before long with valuable dollar-saving smpluses. 
And if these contacts are to be maintained no better instrument 
exists than the Economic Commission for Europe which is already 
in being. 

The way in which the European Coal Organization has con- 
ducted its operations can best be described in the words of one 
who had the opportunity of seeing it work at close quarters: — 
“ The purpose of ECO, as set out in its Agreement, was to 
‘promote the supply and equitable distribution of coal and 
scarce items of coal-mining supplies and equipment,’ as well as 
to ‘safeguard, as far as possible, the interests of both producers 
and consumers.’ Its principal instruments were a General 
Purposes Committee which acted, in most respects, as the steer- 
ing body, and an Allocation Purposes Committee which kept 
the supply and demand relationship under constant review and 
made the appropriate recommendations to the governments 
concerned. Full members of ECO were: Belgium, Czecho- 
slovakia, Denmark, France, Greece, Luxemburg, Netherlands, 
Norway, Poland, Turkey, the United Kingdom, and the United 
States. Finland, Italy, Portugal, Sweden, and Switzerland par- 
ticipated as associate members. Austria was neither a member 
nor an associate, its coal requirements having in the past been 
met by a direct allocation from the Bizone of Germany. 

“In the field of allocations, the first objective was to secure 
for each country a minimum amount of coal. Coal committed 
by bilateral agreements (mainly Polish coal) was naturally 
taken into account in assessing each country’s quota. This left 
Ruhr, Saar, and American coal for direct allocation. The 
yardstick employed was a complicated allocations formula 
winch made allowance for each country’s internal production, 
its bilateral exports and imports, its war damage, its recon- 
struction plans, its development of hydro-electric and other 
sources of power and a number of lesser factors. On the basis 
of this formula — which was itself subject to frequent revision — 
governments consented each quarter to confine their pur- 
chases of Rulir, Saar, and American coal to within agreed 
percentages of the total quarterly supplies.”^ 

Allocations have not been its only task. It has had to take a part 
in solving the difficult problem-within-a-problem of allocating to 

* The Economist, January 10, 1948, p. 61. 
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was ^tablished to lay down rules for the common use of freight 
cars in international traffic. Since the war, the EGITO has been 
giving a more, general oversight to the problems of European 
transport.. In 1945 it set up a Freight Car Exchange Committee to 
prevent any empty running of wagons and to use to the fullest 
advantage the greatly reduced stock of freight cars. It is now 
proposed, with its assistance, to go further and set up a per- 
manent International Pool of freight cars to which governments 
and industries can turn, particularly to help them to deal with 
seasonal: variations in the amount of traffic they require. The 
Sixteen hope to supplement the creation of this pool by another 
step. The International Technical Standards Conference has been 
asked to advise on methods of producing standardized designs 
for the 453,000^ new wagons which have to be built in the next 
years. In this way the new stock should be perfectly interchange- 
able. Another interesting experiment is the decision of the Sixteen 
to attempt to distribute the production of this vast building pro- 
gramme in such a way as to avoid the creation of an excessive 
expansion of capacity in any one country. On the contrary, the 
attempt will be made to distribute the orders in the best long-term 
interests of European coach-building in general. 

This brief account has said nothing of the ECTTO’S efforts to 
secure the best routing of traffic to make the fullest use of existing 
capacity and its effort to guide commerce back into the main 
arteries of traffic from which the dislocation of war has diverted 
them. But again, enough has been said to suggest that it is not 
too fantastic to conceive of a central body for European transport 
and for the integration of its different branches on an international 
bash. 

Another telling example of international co-operation is that 
of electricity. In the first place, the Sixteen Nations, which, as we 
have seen, are planning a very great increase in their generating 
capacity, have agreed to give each other all possible information 
and assistance in producing the maximum amount of electricity 
from their own systems and in making it available to others in the 
best interests of Western recovery as a whole. A Public Utilities 
Panel was set up for this purpose and the Power Committee estab- 
lish^ by, the Economic Commission for Europe will also be used. 
The Sixteen have, however, gone further. So pressing is the need 

‘ The total heed for new wagons is 724,000, but those.of Britain and Eire (271,000}- 
are not included, for they are not of Continental design. 
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biirg Steel , interests to enter into the Entente Internationale de 
/’/4c/er, , Between them they accounted for about 30 per cent, of 
the Ayorld’s production of steel, but close on 70 per cent, of its 
steel exports. This agreement fixed quotas for domestic production 
and, for export, and nations exceeding their quotas paid fines 
which went in part to those who had failed to reach their allotted 
output. A Chairman and a Management Committee controlled 
the whole Entente, each with voting rights related to the size of 
its quota.. Normally the chairmanship was to rotate each year, but 
. the political neutrality of Luxemburg made it the most acceptable 
choice and its representative retained the chair during the three 
years of the Entente's life. The whole business of quotas, fines and 
reimbursements were under the external audit of a Swiss firm. 

The purpose of tire Entente, it need hardly be pointed out, was 
restrictive. It was an attempt to stabilize and organize production 
.and to. prevent “wasteful competition” which, in effect, meant 
almost any form of competition. Its control extended to the 
closest details of domestic production and it placed great pressure 
on- the different steel interests within each nation to combine 
in a single domestic cartel by making those groups which had 
entered the international cartel responsible for the production of 
all producers, those who were aflBhated and those who were not. 
In other words, if firm X which was not a member of the domestic 
cartel increased its output of steel and pushed the figure of 
national steel production above the permitted national quota, 
the. firms Y and Z, which were part of the domestic cartel and 
aflaMated to the international Entente, would find themselves pay- 
ing fines for X’s behaviour. Their interest in bringing X into the 
cartel was thus obvious. 

This structure and organization is not cited in order to recom- 
mend the aim of the old Entente. It is merely given as an example 
of how close international organization and control of the steel 
industry has been in the past — ^without any governmental inter- 
vention, or any effort of public planning. The companies them- 
selves simply decided they had better plan and proceeded to do so. 

' The first Entente did not survive the crash of 1929. The cata- 
strophic fall in foreign markets destroyed the Entente's discipline 
and the fierce competition for the shrinking export trade en- ' 
couraged every fissipafous tendency both internationally and 
within the domestic cartels.^Equally, however, the dLastrous 
losses suffered, the closing of plants, the laying off of men, the 
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: quotas. .\%en first the British and then the Americans joined the 
cartel, hew committees of management were set up, but the two 
, agencies of the Entente remained as the general statf and secretariat 
of the wider bodies. 

The essence of the work accomplished by the Cartel was to fix 
export prices and quotas on the one hand, and on the other to 
• protect the domestic markets of the participants from competition 
frbna outside. But although these two functions represented the 
. core of the undertaking, the management committee in fact 
; ranged over a much wider field. Problems of production, exchange 
of information, protection of the interests of the steel industry 
as a whole, were regularly considered, and the central body went 
, far towards becoming the central direction of a single co- 
ordinated steel industry covering Europe and, though in a less 
, effective way, crossing the Atlantic to include the United States. 

The only question which the Cartel did not ask itself— -and in the 
: nature Of its organization could not ask itself— was the question 
whether, its activities, by their restrictionism, their price main- 
. tenance schemes, and their protection of domestic markets, were 
not harmful and wasteful to the economy at large. 

But .the point here is not to defend the policy and the aims of 
the steel cartel. They were frankly restrictive or, if not restrictive, 

- stabilizing. The aim was, given industries of different sizes and 
demand of a certain size, to ensure that a steady share of that 
demand was divided between the different participating nations. 
They did not ask themselves whether the companies were as 
efiBcieiit as they might be, whether, in each nation, the optimum 
production had been reached; they offered no solution to the 
. problem of the inefficient producer. Nor on the side of the market 
was it any responsibility of theirs to find out whether real demand 
, might not in fact be much larger than actual demand could be 
at the monopoly prices fixed by the comptoirs. There was no 
principle of growth and expansion within the organization itself 
and by. eliminating competition and fixing prices it eliminated 
the capacity for growth represented by the individual entre- 
preneur's desire to go after bigger profits. In fact, it took a world 
war to demonstrate to the American Steel companies that they 
could double their output and still leave the American economy 
hungry for steel. 

The importance of the steel cartel in the context of Western 
Eiiropean association is not therefore its aims and economic 
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policies, but the extent to vthich, by spontaneous coUaboration, 
the separate units of the cartel came together in what was Virtually 
a sin^c controlled industrial structure, embraang m the closest 
unity the inner core of France, Germany, and what we would now 
call the Benelux Union and integrating into tliat association the 
steel producers of Great Britain It is nonsense to say, tn face of 
this demonstrauon, that the establishment of a single United 
European Steel Corporation is utterly impossible. The problem 
of organization has to a very large extent already been sohed 
The chief question is whether such a corporation could be made 
to pursue expansive and enlcrpnsing pohcics and meet the 
tremendous demand for steel which will endure m Europe until 
the last blitzed city has been rebuilt and the last de\c}opmcnt 
scheme in Africa (or India or China for that matter) has been 
completed 

An organized West European steel industry can exist, for it has 
already done so But can Wesicni Europe create a ste^ industry 
fit to be the mamspnog of an expanding Western economy, an 
industry which mi^t resemble the old cartel m structure, but by 
coming under the control of a positive programme for European 
reconstruction might break once and for all with the cartel’s 
rcstnctive past? A public steel corporation geared to meet a 
demand for steel second only to dial of the Umted States — such 
should be the aim of Western Europe, and althou^ past history 
docs not offer complete proof that it can be accomplished, it does 
at least lay down beyond the possibility of doubt the fact that the 
closest co-operation and integration are possible, even without 
any intervention by governments or any kind of pressure from 
without And if pnvatc interests, unaided, can build the ma- 
chinery, it should not be beyond the wit of pubhc pohey to provide 
the proper aim 
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possible Western association. 

: It is imp^ bow shortages of production 

; ; affect both curiencies and commercial exchanges. If a nation, let 
i us say; Britain, cannot pay for all it requires by its own production 
, and is constantly buying more than it sells, its currency — sterling 
• will become a glut' on the market, for while Britain is paying other 
;hatibhs in ster traders, being unable to buy what they 

: need in Britain (owing to the shortages in British production) will 

■ not require sterling, and little by little Britain’s trading partners 
.will find themselves holding more and more sterling which can- 
not be transformed, into goods. Nor under these conditions is 

. sterling readily convertible into other currencies, for other nations 

■ me also, not ready, to accept a currency which does not procure 
them what they want to buy. It could be accepted in lieu of other 
currencies only if the British were ready themselves to turn it on 
demaiid into gold or into one of the currencies (hard currencies, 

’ with the dollar at their head) which do buy the goods — the wheat, 
the steel, the machinery — that traders most urgently require. But 
if the British Treasury were to make sterling convertible in this 
way— as;, it did. briefly in 1947 — ^it would simply find its own 
reserves of gold and dollars melting away. And this is in fact 
what has happened, and to-day (in March, 1948) Britain is losing 
bsresen'K at the rate of about £1 million a day. Under these con- 
ditions, .international trade can go on just so long as nations such 
as Britain, whose currency has fallen into disequilibrium and is no 
longer.generally acceptable as a means of payment, have gold (or 
dollars; or Swiss francs) to pay for their imports, "^en they run 
out of these reserves, trade slackens and can even reach a full- 
^op. This is . the process which has, in fact, been spreading in 
Europe in the last nine months. 


, Commercial exchanges can be kept alive to a limited extent by 
a. series of bilateral treaties which avoid the necessity of trans- 
ferring gold. in settlement of debt by resorting to barter. Britain 
has si^ed a scpre of such agreements in the last year, in which 
{ British goods up to a certain value are exchanged for about the 
same amount of, say, Swiss or Portuguese goods. The cumbrous- 
. hess of . this method can easily be grasped by thinking of the 
arter which would need to go on in a city if it had no money 

fh ^ carried out in kind, 

.. jfe butcher bringing along a , chop, to buy a packet of soap: the 
;: .grocer taking candles to the Post Office. . 
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These barter agreements ate sometimes amplified a little by the 
inclusion of an agreement under which one or other of the trading 
partners agrees to hold a ccriam amount of the other’s currency 
before asking for gold to settle the debt Belgium, for instance, has 
agreed to hold £27 million before demanding hard cuncncT 
This device is really the equivalent to the granting of a smalt 
credit to the debtor country 

Another attempt to modify and render less rigid the bilateral 
system was proposed and developed after the Pans Conference 
Belgium took the initiative m suggesting that some restoration of 
muhdateral trade could be achieved by the drawing up of a “com- 
pensaiion agreement ” The idea behind a compensation agree- 
ment is rou^y similar to the practice of banks when thqr balance 
their clients' accounts, credits and debits arc set against each other 
and cancelled out and transfers of credit actually take place only 
to meet the remaining outstanding debts The advantage of such 
a system is that it reduces the actual transfer of gold or dollars 
to settle debts to a rmmmum, and as a result gives a little mote 
elbow room to trade The governments of Benelux, Italy, and 
France entered into such an agreement at the begmmng of 1948, 
balancing their accounts every month and maktog no gold pay- 
ments until the possibilities of balancing olT their accumulations 
of local currencies had been exhausted 

These policies— pure bilateralism or bilateralism modified by 
compensation agreements— are, however, palhattvcs, and com- 
pcnsaijon agreements cannot work at all if one of the partners 
begins to fall into constant debt to the others There are only two 
possible approaches to a genuine solution of the problem of restor- 
ing European trade and recreating confidence in European cur- 
renaes The fint is temporary and limited The second is a funda- 
mental cure A temporary expedient could be found if the Umted 
Stales Vi etc ready, for the fiRt years of the Recovery Programme, 
to use some of the dollars voted for Marshall Aid not to procure 
particular commodjttes but to underpin a general European 
mulUlatera] trading agreement The dollars thus provided could 
be held m reserve to remedy any senous diseqmhbnum between 
the participants and could act as lubneants to a revived circula- 
tion of trade in Europe For instance, if the Belgians knew that 
any debit m mter-Europcan tnide would, for the time being, be 
made good m dollars, th^ imght be prepared to sell steel to 
trance m return for francs or machinery to Britain in return for 
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Sterling., This method 

countries Nvould prove cumb by its own pur- 

United States providing machinery markets of the 

chases in the shown some distrust of loans of this 

United States. Congress has shown so to a par- 

sort. The feeUng that but in the docu- 

ticular commodity may be ^ted by the Administra- 

, ments on the Recovery is at least a reference to 

tion to Congressnn January . encourage multilateral 

the possibUity of America intervening 

trade in Europe. . a nrovide the backing for a Euro- 

Nevertheless, a dollar fupd P expedient. The only 

pean compensation agreemen productivity and the 

lasUng cure is a restoration of Europ^^a^^^^^^^ „^^ds 

restoration to local ^^rrenci^ of the P os 

other nations need. Every ton ot coa S 

reLres, the value of the into the 

every machin? produced, ^^’^^ggjbility of economic equihbrium 
production drive restores P. , • „ jjj Europe a system of c 
and the possibility of [®'*^®tabhs = j-gi^tion to each other and 

vertible.currencies,5ith productivity is the 

to the currencies r^^hside. m of complete customs 

first step to any more ambmo more or less 

unions or complete \ .bjuties can be explored. For ‘u 

: achieved, many, different possib Sterling Area provid^ 

stance, for eight years ^c^re th stabiUty and flc^bdity. 

an international financial sy of the nations of Em P > 

. Not only the Commonwea.lth, ^ France were members. T 

including Portugal, Scandmavia^ a j^^tions to o 

, basis of the system was the dec °ted 

• most of their foreign trad^n *e t^ey coiwerted 

currencies had a fixed rati sterling and hel 

their earnings of foreign .. ^^bey could at any time c 
- reserves in London, knowing that mey ^ for 

sterling into whatever foreigu outten^ > t area of what 

virtually a stngle 

may now become a Wester 

currency before the war. survived, even though sprung 

Duriag the war the sterh . ru^Sowed 
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the example of Bniam ui anposing exchange control and paid 
into London Ihcir earnings of hard currency (pnncipally dollars) 
Thus London held the dollar pool for the Vi hole Commonwealth — 
except South Africa— and a number of other countnes as well 
These dollars ucrc then, m consultation with tlic member govern* 
ments, spent only on the goods most needed for the common tvar 
effort The end of the war left the framework of the sterling area 
intact, but in the last two years the whole area's demand for 
dollars has been so urgent that m spite of great economies in 
dollar expenditure, not only in Bniain, but m the Dontmions as 
well, in March, 1948, the exhaustion of the last dollar and the 
last ounce of gold was in sight. 

The device of a regional currency pool on the lines of the 
Sterling Area can be the basis of financial unity in a Western 
association on two conditions. The first we have seen — the 
restoration of productivity and, through mereased production, 
the restoration to each individual currency (and to sterling m par- 
ticular) of Its purchasing power There is no short cut, no way 
round this basic need If a nation’s productive powers fall, that 
faa can be expressed by lowering the value of its currency, since 
that currency will no longer buy so much But devaluations and 
other finanaal mechanisms cannot cure, they only adjust. Behind 
all adjustments in the value of European currencies, ui the rales 
of exchange established and the ratios fixed, one fact remams 
They will be worth what they can buy and without production 
to match them they wiU have no value at all Currency stabdiza 
tion, convertibility, the establishment of a sm^c currency system 
such as the Slcrhng Area wiD follow, not create, the restoration of 
production 

The second condition concerns not so much the mlemal work- 
ing of European economy, but its relation with its greatest trading 
partner the United Stales It is lime to recall the startling fact 
with which the detailed study of the Recovery Programme was 
brought to an end — the fact Uiat in I9SI WKtem Europe may 
still be buying nearly S3 bilhon worth more goods in the United 
States than it can manage to sell there Such a deficit would be 
enou^ to disturb any arrangements made for the creation of 
Mancial unity m Western Europe The old dollar drain would 
3gain and with it the weakening of local currencies and the 
spread of finanaal disequihbnum Thus before any more hopeful 
blue prints for future fimmaal stabihty are drawn up, the basic 
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Of Wes.eER, Europe's B.eWaoUaEde« 

native sources of supply and t ■ , briefly. Here one more 

“.Africa aua 

necessity-an unpalatable nece y^^ association cannot afford 

tliis. The nations joining th s anything 

in the next four years to ij^ured to austerity and 

■but necessities. To the peop of^dollar expenditure, this 

nsed to the most lut in other countries, m Bel- 

/sktement presents no ^ifficuUies^ Sweden, a 

gium, for instance, or m restored to individual traders 

great measure of freedom by exporting maclnnes or 

Indtheyhavebeenfreeto eamdoUatsW^ 

lumber and to buy to reestablish economic 

Western Europe seriously det control over dollar ex- 

. independence and to pay its y’ , ^iiat the wartime experi- 
penSture is essential. It IS here, perhaps, t^^^ ^ 

. ence .of the Sterhng Area ^ for dollars and estabhsh a 

: Europe could adopt exchang . organization. 

centrd dollar pool under the Contu g earned by 

pool each nation would be ^ ^ functions of allocating 

its trading and to the supply, would be added 

anfl: distributing raw . -huting the scarcest of all com- 

the task of allocating and ^^[^1 imports. It unght be 

modities-the dollars needed for ess^ programme by leaving 
possible to .temper the seventy of ^s pr g be 

traders some , dollar bonuses as mcen of 

doubted that without 

dollars. Western Europe will not ev • nothing could so 

its dollar budget by 1951. J and financial pohcies 

bnit together and integrate pool their dollar reserves, 

of the different nations as t^e decisi t^ P ^ 

Few tests of sovereignty could ^^ance of economic umty 
, ful,' give so much assurance of the continu 

. ; and financial co-operation. ^ent on these lines may e om 

■■ Yet even though financial agreement o^ ^^appUy necessary 
' of the, keys to European co-opera ^^^j^f^g^that dollar savipg 
. at . this point to repeat an earhe essential they may 

measures concerted by tli®.S^f,^ceSnaUy 
..be to European stabihty.NVill' be exception > 
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msmrns, 

the Egyphaas announce ibat ••allotted” to ibem by 


common pooUas tney ^ nauons such as r ^ 

unto “toto” on'^stod^mtJ>‘Ssti» 

Stctlmg Area tend to be spent on Bsen Area 
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by other nauons. And 4 pnvate, can mala 

idenucal-only Ameircan sJm that to Amen- 

doUars available to Europ^it "Oto y 

can prejudice against the Stcrlmg ^ ^P jSe world to-day 
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: ;,: A™iis,:baye realized :that ^Um^ely. a dollar, . 

: '.’ tlie..tr^sac& may pass through, must of its ,y . . * 

: return tobe spent iu the United States. The suspicion remamS; that = 

;' ) Unless the dollars are spent directlympon the purchase of ^encan 
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> - '^' •■ ’ therefore to argue that allMa.rshall aid. 


, .economy. The' tendency is—-—-- - • -u 

■ ^;‘TIhust be spent directly in the,:pnited -States and the reason, why- 

many Congressmen have; b^n hostile to the idea of offshore 

,purchases”-^that isb.o say, of .permitting , debars to be spent in 
other; countries', for instance, .oh.grain in Canada or .^gentiha— 
is because they . think - that the dollars then go irretrievably into ; 
Canadian and Argentine pockets arid -forget That; the^ Argentines . 

-. and the Canadians— or . ^dheir ' „ customers— finally spend , the 
dollars in the United Stafe - . .b ' 

;,Tlus andety about, the use Europe w^ make .of its; dollars is 
, increased by two factors. The first becaine; apparent even during 
when the Aniericans would not permit; British exporis', 
made but of Lend-Lease material, to compete with Anaerican exr 
. ■ports.m.foreign.markets. ;For: instance, if -Britain made, tractors 
L®“h-'Lease steel, the Americans did not wish those tractors 
; to be, sold, in cbihpetitio.n with- International: Harvesters Inc; in 
Argentina. .Iri other words, .the ipnericans were .unwiliing . tc 
- supply raw -materials:, goods, which might, later compete with 
.- 4 leirs, even though .^encan exports were sprejad-irig into.mdre- 
; an , . . more, of , the: world’s rriarkets. Th^ has mow arisen . ' 

. . y - blarshall, Planl ^Congressmen are ' asking, whether, ' thb •, 

be aUoNved to - use materials , provided . 'urider’ 
fabricate exports for foreign , rriarkets- in com- 
L ,P ^h;,'vith the United 

' ' put % Cbhhally 

- ' -■ else • n ' md .then mid steel products to soirieone 
’ ;L ‘Ybii ca^effor -the, Adiriinistrat6.r;t6’ say 

; Atget any more-bf-anvthiT>?T;:Mr .'Pnoi<in'ii;’'?’ 
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The second difficulty has been ctdianced by the Communist 
Putsch m Czechoslovaku Hitherto, the Amencan admmistrauoa 
has recognized Western Europe’s need to buy goods beyond the 
Iron Curtain and thus reduce its dependence upon Amencan 
supplies But with each fresh evidence of Communist provoca- 
Uon, the tendency grows in Amenca to regard trade widi Russia 
and Its satellites as a method of strcn^hcamg a potential aggres- 
sor The Mundt amendment to the Recovery Dill compels the 
Administrator to refuse matenals to the Sixteen if these matenals 
might be used to export to certain (i e , Communist) countnes 
goods for which America already refuses an export licence This 
amendment might well become a demand that Western Europe 
should cut down its trade with Eastern Europe — irv which case 
one more possibility of sccurmg independence from dollar sub- 
sidies will have been cut off 

The most difficult case of all is clearly when America provides 
the required commodity— say tobacco or cotton—at a cheaper 
pnee than that of any non-dolhr supplier Is any Amencan toba^o 
grower likely to understand why the doUan he baa voted are 
to be spent on non Amencan tobacco more expensive than 
the goods be himself provides? Will he ac^t the position m 
which he votes the money which enables other naUons to dis- 
criminate against him? Yet if none of Marshall aid may be used 
to work up aUemauve non-doilar sources of supply, the Sixteen 
Nations will end the four years as dependent upon the United 
States as they are to-day This is the dilemma Is there any way 
out of it? 

Only a profound and determined programme of educabon and 
enhghtenirient can put across to Amencan public opinion the fact 
that the material which is of all materials the scarcest in the world 
IS — dollars Only when that fact is grasped can it be explained why 
nations may seek to buy m non dollar markets cotton or tobacco 
or machinery which, thou^ more expensive than the Amencan 
article, can, nevertheless, be bought for non-doUar currencies 
Only then can it be made clear that there are only two ways of 
curmg the disequihhnum from which Europe suffers one is 
planning and regulation on the European side to discnmmate 
directly against Amencan products and thus reduce Europe’s 
dependent on dollar supplies The other solution Ues, not m 

urope s hands, but with the Amcncans (or Canadians or Argen- 
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U) .temsdves, ,1. is quite simply to buy abroad as muc as 

wimu^ess can be^^ K 

manent disequilibrium means of establisbing American 

possible, to think of ways an ^ Po^ instance, 

Inropean economic relations om- 

. might it not be States and the Western Union 

mercial treaty between the Urnmd cconomc dis- 

ih which each side binds to ^ method to 

. equilibrium not by Pe reduced if America will not 

which Western Europe ^on__but by increasing 

modify the rules of non-discri^ Europe’s deficit is a bilhon 

Sstead? Let us suppose ^ifESope can do to remedy 

dollars. Under present dollars’ worth goods 

the lack of balance is to ^^disadvantage. But under the 

in the- United States— to everyo „ggested here, the Umted 

new type of commercial agteejnent 

States would undertake to ^ ^j^d formidable difficulties 

goods from Europe. There J^^^^^.^.^erican producers and 
in the way of such an ^pproac , . f^j-eign goods on 

manufacturers might op^se ^erican 

grounds of competition, continue for a decade 

Seadily above the 145 mdhon mark IS 1^^^ 

in full employment with noo of this figure might not 

. . a year, it is difficult to beheve that anti- 

be comfortably absorbed and corners of the ma Jet 

. inflationary effect, by incmasi^ ^'®^,nes 

threatened % excessive demand. better hopes 

. of this method are adnutt J, • gj-tg the halving of foreign 

; fordhe future, than the ious^impoverishment of ^^^ons 

. trade, the progressive and con g o measures m the 

which followed the apphcation o 
. Great -Depression. themselves bring about me 

. . - The Western - nations canno y stabilization of Jr^^g^ 

. happy outcome of an agmem at least pa 

■ -= trade between, Europe and Amem^t m^y ^^ 3 a 

; the way by conctading such aff t ■ them to then tradmg 
ptehmihary to « idia had fori,™®® 

■ relations with other partn - , j tts own initiative app y 

..embodiment, the United States m^t ot i 

. the experiment to its own fore g 



CHAPTER XVni 

POLITICS OF UNION 

The preceding pages ha\e not attempted to give anything 
approaching an exhaustive list of the possibilities of econonuc 
integration in Western Europe Not a word has been said of the 
work that can be done by organized economic groups — trade 
unions, chambers of commerce, co-operatives — to concert thar 
pohaes across national frontiers and to kmt together by hun- 
dreds of private purposes and agreements the economic fabric of 
Western Europe Little has been said of efforts — m^co-opcration 
with such bodies as the International Labour Office — to create 
comparable conditions of work and comparable living standards 
for the same type of workers m different national commumties 
Nothing at all has been said of the possibilities of bnngwg together 
planners and admimstralors engaged in the same activities, to 
exchange expenence and to work for a tune m each other’s or- 
ganizations If a Western European economic union can be 
formed, the possibilities of joint work within it should be as wide 
as the openings for co opieration within a national commumty 
Indeed they should be wider, embracing a far greater vanety and 
richness of expenence and leading to new and creative develop- 
ments m every field To list them all would noiscrvemuch purpose. 
To desenbe them in detail would go far beyond the scope of one 
short book 

In any case, there must be some readers who feel that the space 
devoted to economic integration has already taken up too many 
pages If, they may argue, it is true, as we were told at one stage, 
that political dcasions are ultimately the most important, is it 
not cunous that all the emphasis so far has been placed upon 
economic possibihtics*’ is a Western association to have no 
political forms at aU7 If so, will it not be the oddest and also the 
most unstable union the world has ever seen? 

The answer to this entiwm has already in part been made 
Economic possibilities have been stressed because they offer the 
severest test of sovereignly, and the willingness of Statffi-lQ-CO' 
operate fully m the pphiieal fidd caa besj^be proved by th e ex tent 
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AnqtW deterrent to the elabor^ ^j^other 

stitutions Ues in the^great y, „ union the Western Nations 

la the imprecedented natM^^^ oldest naUon 

propose, to undertake. An unbroken traditions of sove- 

States ini the; world, nations separate 

reignty, running back a thous _y . . „g^ aud people alike, 
historical niemor^^^ | f ^jej-al fonns which, for 

,, is. hot likely to 

instance, coyer the. donatio _ sovereign States in 

. cow or were appropnate ^ ^ ofVdependence. Con- 

:^;Atnerica :on :the Tnorrow 

istitiient assehabhes, universal W -it oresent divide more 

: denfiahdemocracy^such nouons would at presen 

/■thahithey.w^^^^ 

forms of Westera Union should be botn more 

uactical. ^ rpnpntlv bv a states- 

iA possible hue of advance .was Minister of 

nan, of international repute, ’ simply to exchange 

Belgium; He proposed , that,, m the firs p ’^w’s- policies, the 

vieSiand to^gain a clear pictme of ^Siifer^nce. 

Prune Ministers of the interested states pxnloratory gather- 

M; Spaak’s suggestion was for ahmited, P ^ binding 

ing,,but something more re^lsn, more beginning. Each 

could be made to grow from this ^^ereignty 

Prime Minister'wbuld represent the suprem ^ p-g Ministers 

in, his iown community and thus a cabinet 

would come, as near to the creation of a = constitutional 

as. can .be devised without new and cumbrous consu^ 

; machinery! .Thu. secretariat of such a co e administer 

. ready made, imthe permanent orpi^^^ P^ tnilitary co- 

the Recovery programme -Thus for the 

, operation established under the defence e y^gjal govern- 

.auestioris;,which:are generaUy , the concern of a 

ment-^efence, foreign policy and relevant questions 

. lems--a staff would be, in being, seized of ah the re^va^ 

; .and ready to, provide; tte -nferrm^e ^sters 
/material and , advice they , needed f ^ the the. separate 

; thme. decisions would need to be r^ agreed 

.. ...SP^^rnments, but they would go Minister on the'; 

//recommendatibh and .the. presence or- tn 
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deciding body would usually be a guarantee that the conference s 
resolutions would, in fact, be earned out At the same tune, the 
Prime Ministers conference would when the tunes wcte.Dpe^ 
the appropriate source of any rni tiati vein the direction of a formal 
political constitution to express and maintain the common pur 
poses of Western Europe 

It IS difficult to see how more rapid and ambitious steps would 
help the cause of political umiy But the very formlessness of the 
enterprise imposes upon those who engage in it an especial 
obligation to keep the great ob}ecii\e of umon in sight and to 
allow no cross winds of uncertainly or misunderstanding to turn 
them from their purpose Tbe seas they have to cross are largely 
uncharted and all the guide they will be giten is the far shore of 
unity towards which they have set their course And since neither 
stars nor charts nor a well marked passage will be there to keep 
them fixed on this true course they wiU be m danger with every 
current and eddy and contrary breeze of losing their sense of 
direction and turning aimlessly round while one pulls the tiller 
another lets out the sails and yet a third harangues the crew Only 
vision and a certain greatness will keep tbeir eyes raised above the 
perplexities of the voyage and show them the course through 
shoals and sandbanks to their distant port. 

It is this need for a great and ovemdmg purpose that helps to 
expbm why the poliaes pursued by Britain are Ukely to be decisive 
in the next ten years Essential though it undoubtedly is that the 
pursuit of unity m Wcslcro Europe should be undertaken by 
nations equal in status and consideration not dominated by one 
of themselves or by anybody else the fact remains that leadership 
rests with the British to this extent— that if they are not prepared 
to jom and work within a Western association, such an assoaa 
tion stands no chance of coming into existence The reasons arc 
complex France would hesitate before making any agreement 
with the Gennans unless forty-eight milhon British stood by ib 
side Thaltalians stiU have reservations about French power and 
policy m the Mediterranean. unless balanced" b,£BntSb interests 
there The Low Countries still have memories of I^uis XIV and 
of Napoleon and look for some counterwei^t if they arc to 
unite their desiuues to those of France. But the chief reason is 
s^tegic la Britain is the protected arsenal whiclTgReSTbc fringe 
^Europe the hope that the whole of European resistance will oot 
be overcome by one sweep of armies from the East and m Britain 
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tbo,'is"tlie:Unlc witli ,vill be the 

wealth which ensures f ^ that forces gathering from 

.defence of the^vhole iree^^^^^^^ ,vhich to 

ah' over the globe will fiud. a fo ^.Q^^sts of 

make: their counter-attack offective mounted and those 

.England that the great i^^siou °f European system of 

coasts remain the base hne of any 

defence. ,, .. the co-operation of Britain is 

; In. less tangible ways as ^ gjuLrrassments, the^- 

decisiye. Whatever its present econoim . _ the.European 

tributioji.,of Briti^.^n^^ ou such cruciafsectors of 

recovery^pr^ra^ejs tr^endou machinery, and 

BntSh-mdustry as coal, ^ ^^‘^hT„ree the revival of its 

agricultural machinery depend to ggtoration of British pro- 
. ;ndghbours.as weU as does its own. 

, dukncanalso offer WesternEumpeA^^^^^^ 

: ; financial system on the hnes of t interlock, the British 

_ vitaV field 'where economics and p nnlitical peace, in draw-1 

xperience in maintaining J structive role in the State, ^ . 

ng the trade umon movement mto ^ » nlaimine make a " 

md in experimenting with the t^^hmques of 
dtal reseiye of political and economic experience upon w 

other nations caii draw. _ . nr><;ition — its 

But the reasons which give Britam i ufi its unique 

protective waters, its hnks with the Common^alth umqu^ 

relationship with the United States, its ®c . words of 

political stability-also offer it a special 
Andre Siegfried may be repeated 

£ European watersj3ut^ays,ready tq^sa^|W^ ^ 

pre^SeiT^ thT^tlook in Europe is 

that the attraction of breaking away fwm e ^ 

: is felt with particular force. 

tha t the choice betw een^clnserjgsocjatign^wi^,,...^, ^^ 

tmue^olation no longer jxist^fexBj:itam.I^3.qk^_^ '^ ^ 

or"" d ecadenc e ■'The reasons for this need . . , f,ncer 

. ' point is the extent to : 

taihtyj by hedging, by coming forward and then g > . 

.ty, ujr fe, . jr o firm suDDort alone 
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evilably brouEht by'S^'o^' 
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fetence of tbe Sixteen n fcrt. 

. , ^rnirrammc . ._J 1 ,ne Wicnsuffici* 


the Sixteen - 

™riv dear, there are tr.o « whether the Bntish 

of the Plan ctm&te the answer^ wfflbe 


„re Stiffletenfly “®“"'“'onnd B Shether thetr 

sssSvfsss^i 

their British coUeagucs Again, BntisU reaction 

European defence was tot dtretKrf^ ^ bmltaUonto di 

,0 olfcthe nWo““odedD»A.rkPart 

case of German aggression, and only contenuon of tn 

^Tlragi persuaded the BnUsb useful otdy .f 

Benelux states that defence arrangemen - without In ^ 

they covered all possibilttira gnush unpulse 

this, there ts at least a possibity that the pieP”U 

closer association may falter ^^ Mt ^ ^ of 

uon has been made to wort out piacUcal w ) 

bnngmg the associaUon into being „„v <itaG6ino 

orm&u s would be any si 



deieiopmenvuiuiiai-.wfe- ^ temporary cAyv-- 

giMUg Its adherence with ^^..“tion— an expedien 

for getting out of a particularly awkw ^ -fhe Europe^ 

to be dropped the moment better times incursions 

nations, feehng in their bones the record 
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Europe, Nvliich m the fe.fbur hundred^ears have, alv^ , 
followed By an equally , speedy, exit, will be peculiarly sensitive to , 
any Sign thlt the British delegates are preparaig. once a^in ^ so 
: often in the past, to fold their .tents. An injection of tins kind of 
uncertainty could split the proposed association wide open and 
destroy that fundamental need of any lasting association the 
confidence .of the partners in each other’s loyalty- and staying, 
power. A Western association must, in the nature of things, mee 
difficulties and come upon conflicts of mterest vital enough to 
' endanger the whole structure. A half-hear ted^^^itain,.»r6ady.'flt 

thC-&stlbreath.x)f.adversity..^to.attempt.awWithdra\yal,,will-finsure 
that in evCTy_^other-nation4he-&rstjesj)Qnac,to difficulty will.be a 

pol ic^f ga »ve qui peut. No one can tell, to-day what the dangers 
"nd troubles of the West are likely to be in the next decade. They 
anhot be predicted. They cannot be guarded against in advance, 
yil that the Powers can do in taking the first step towards associa- 
ion is to, commit themselves to co-operation, whatever the diffi- 
lulties and whatever the cost. And it can be laid down as an 
axiom that if the British are not prepared for such a commitment,, 
not one of- the other Powers will be ready to run the risk. These 
are the real intangibles of leadership-r-not the great speeches, on 
the great occasions, but the calm, sustained and patient dedica- !. 
tioh of the national will to pursue a certain policy and to pursue 
it to the end. ■ ' . , 

The long survey is finished. Perhaps enough has been said to 
suggest that, provided the determination of the Western nations is 
equal to the task, uni^Jn_Westeni_Europe can be^achieye,d,,ffirst . 
as t he f ram ework.of a generarrecdvery-^^gramnle, and.then_as a 
politicrdprg^sm existingofitsown right and yearlyjtrengthemng 
its^her~c6hesionr TE^xistence .of~such a"uiuon would’^ffer at 


problems hanging over the Western world to day. As ah',hcQhonuc 
upit-of considerable internal prosperity if could hope to. conduct 
a prgfitaJ^,^)mhfflge:,o£-gciads-with.Lthe:JUnite_ d;;^ 
fallffig:,inio..debt-oc.,econemid:flepehdencev As a stable political 

or^Qn^h^Aflana^asi,Jt:c^^^ to foTg^eTd^er 

potoUn^w^heNew^WoiW 

, .stand: with, them, inside, any futb^’bHd^'Fife- 
tipn, as the party of freedom and Western civilization At the same 
toe, to prmciples of its association would be economically fso 
advantageous and pohtically so ,flexible :that it is .hot necessary 
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to consider the present division of Europe as a permanent division, 
but on the contrary, to hope that, wii^tl^_rflaxing of Russi^ 
fears and the demonstration that Germany can Jiftjnade it,paafic 
roember of a Western community, other jiat^s mjgh^a time 
witiidraw from Soviet tutelage and atta^ch”themselves to a union 
which m politics and culture is more in tune with their own 
traditions Such a consummation may not be possible but at 
least if Czechs and Poles arc ever to throw off Soviet control, they 
must have some alternative to turn to At present, no such alter 
native exists but with an integrated yet flexible Western associa* 
Uon It would come into being 

Internally too a functioning Western Union could hope to 
overcome some of the d^perate ccononuo-and-sociaLRroble^ 
which at present tear asunder European socicty,-The ai m of m e 
Marshall Plan is tQj:estC!rc.thc_^ropcan sUU 3 danhonivii 2 s,j:y w 
in Western Germany, to something nol/ai,removedjrom-19» 
and although such a standard is not high enough, it is a reason- 
able starting point for ibat concerted effor t- to rai^ prod^ oa 
which would be one of the permanent aims of lEe ^onoP tc 
Union and for which, with its miemationahzed sector ofmSlSt^ 
and us central planning authority, the Union would have the 
necessary machinery But it is not enough to raise output, ll uro^ 
to^layis tom and divided, not only because wealth has dummshM, 
but also bemuse its distribution is sull grossly unfaif These pages 
have been mainly concerned with foreign policy and with the 
external problems facing the Powers but a word must be said— 
however bncf— on the extent to which the st abihty of Western 
Union will depend upon achieviqg internal economc d emog apy 
It IS hardly necessary to repeal that jor the lasThundred ye^ the 
position and status of the woikctJbaxe'bseS'dhe'Acnur^^i^ol^ 
Western society The starting point of Marxism was that ex. 
ploitauon of the workers which Marx saw all around him and 
the entry point for. Communism has always become misgrjc. of 
the poor There is little chance of a stable'mu^^in the West 
unless it can transcend social and economic evils which at this 
very time have given the allepance of a gaiter of the electorate 
m Italy and France to the Coaununist Party and would lead 
millions more to seek violent solutions if the misery of the mass^ 
were to be sUU further increased 
Th^firsLstep is obviously to ii>creas&.tbe. wealth of the co m 
ramuiy.. But growing prospen^ u not the whole answer 
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tribuUqn^oyer wder sections., of the com be, assured 

and its flow must be preserved from violent fluctuations. It has 
been suggested that the crcation.of. int exnati onalized corporations 
in ht^y industry and transport and the introduction of the con- 
ception of-plarming for capital expansion and the maintenance of 
some central control on financial policy can provide the ma- 
cliincry for attaining a high and stable level of* :api'tar investment. 
At' the same time, these measures would go far to satisfy some of 
the principal demands contained in the various working-class 
political programmes in Western Europe. But to set up a general 
structure of international planning is hardly enough to accom- 
plish the difficult and challenging task of drawing the working 
class completely into the social and political community of 
modern society. The experience of recent years suggests that two 
other objectives should be immediately accepted by the member 
states of the Western Union. The first is to ado pt as a basis of 
policy a concept now increasingly accepted and established in 
Britain— the concepXpf.-tL.,SQeiaLMi>l,iDl!iP^> of a level of sub- 
.sistence_below which no, economic misfortune" will allow a man 
or his family to fall. This concept of social security, coupled with 
family allowances and minimum wage legislation, may sound 
cautious enough in Britain. In other countries it would have a 
revolutionary effect. The minimum rates of wages and benefits 
could probably not be uniform at first, but the trend should be 
in that direction so as to ensure, little by little, a general raising 
of European standards towards that of the Union’s wealthiest 
member States. Such a policy would have the incidental advantage 
of evening out competitive differences owing their existence to 
poorly paid labour; it might also simplify in time the proWem of 
freedom of movement within Western Europe. 

- But , the worlmr is not only concerned with economic benefits. 
The second„objective -raust^e tq^giye^him, .a_spnse, of his. true 
positiqnm society. The evil of nineteenth-century society was, as 
we have seeiiTto deprive him of his status and his raison d'etre — or 
rather to fail, as he emerged to education and political conscious- 
ness, to discover what should be his place in the new social order 
created by industrialism. Politically, by receiving the vote, he be- 
came a responsible citizen. Economically and socially, he remained 
a unit or a hafid. There ar e tw o immediate ways in which thisjacjf 
of s tatus can.b .e.remedied-in.a Western Union. The fi^sfialiy in- 
tegraj^g:,^the_ngn^pmmunis,Ltrade„umons,,into.,thejnaQl^ 
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consultation and planning wiabl^cd^t tbc centre Great Bntaio 
has leami the uiestimablc advantage in terms of stability and 
social peace of drawing the trade unions fully into the machinery 
of economic planning for the community at large- A similar at 
tempt should be made wtthia the Western Union The deter- 
mination shown in the spnng of 1948 by the unions favourably 
disposed to the Marshall Plan to come together to discuss the 
Plan and at the same time to compel the Coramumst-dominated 
World Federation of Trade Unions to take cognizance of Europe s 
recovery programme is a measure of their mtcrcsl m the Plan and 
of thcif desire to play a part in its development The desire is one 
to be encouraged by every means in the various Governments’ 
power 

The second method is one which cannot easily be laid down by 
some central authority and imposed from above. It is a method 
which must grow and spread, industry by industry, and factory 
by factory It is no coincidence that at the beginning of 1948, m 
both Italy and Dclgium, the chief demand of the trade union 
movement was for management and production committees in 
the factories to enable the workers to be drawn into the processes 
of decision and policy making, and also to enable them to see 
bow their activity and production fit into the pattern of the 
industry as a whole Now there is much m this movement that is 
irresponsible and demagogic. Th^Comrounists, in j ^icular. ar e 
more interested m forming Cn mmu t^s ofAction’^’lD tak^vef 
the factories than production committees' to help Ihem^run 
But the movement can be a gcnujD^aDd'seHourenbrtTo associate 
the worker with his factory and his industry, just as he is assoa 
aied with the political machinery of his country at the local and 
national level Here, again, Bntisb espenence can be of some 
assistance Not all Jomt Production Committees set up m 
Bntam during the war were a success, but those which were can 
be a model of a new technique m industry, and m so far as the 
CMitral authorities of a Western Union are permitted to decide 
upon industrial policy m such detail, the encouragement of indus 
tnal councils as a means of drawing the worker into a genuine 
industrial commumty with management should be one of their 
aims In the intemationaiized sectors, they should become a 
matter of course 
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“WHERE THERE IS NO VISION” 

A Union conceived on these lines would not necessarily be the 
tidy paradise of a planner’s dream, but it would stand a chance 
of being a prosperous, vigorous community with expanding living 
standards, political freedom, and a growing sense of economic 
democracy. It would be an infinitely more attractive place than 
the present wretched and dislocated Western fringe and it might 
reasonably be expected to offer more attractions than the federa- 
tion of sovietized police States upon its borders. But is this all that 
is needed to launch and develop so great a venture? When men 
speak of Western civilization and of the preservation of its way 
of life, are they thinking of no more than international steel, a 
European electricity grid and the spread through Western Europe 
of Joint Production Councils? When Mr. Bevin spoke of “Western 
Union,” were these the only images to stir in people’s minds? 
And were they moved to consider a great sacrifice of sovereignty, 
an audacious step into the unknown, an incalculable act of faith 
simply in the hopes of reaching by 1951 the living standards of 
1938? The questions have only to be asked for the inadequacy of 
all that has been said hitherto to be apparent. Men do not embark 
on a venture as far-reaching and challenging as that of the union 
of a dozen sovereign States in a single cqmmimity simply through 
economic interest or a sense of political propriety. It is right that 
econonuc_ppssibilities_and..practical-.policies..and..,factual , prece- ^ 
d^s shojifid_be. ..studied- first,-- but aU these things — which have 
admittedly made up the substance of this book — ^will remain, as 
in Ezejciers .vision, a valley of dry bones unless there is a spirit 
to iSbrm them-and-biing-them-together in..the.mighty army of 
a living-faithr ' ' 

This nsed-foxAdsion and-a high ideal would exist whatever the 
circumstances attending the search for Western unity, but even 
the most ingrained cynics can hardly deny the need for faith when, 
looking across the-fco ntiers of Westen i-Europe.,thev_see-Cam- 
miimsnr;at:work, -inspiring many and dragooning many, more to 
a new 'sdsion of manlahdiSQciety, a vision which is in part the 
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difficult. It appears beneath the religious ideahsm of one, the 
scientific 'humanism of another, the sceptical benevolence of a 
third; yet, even in the same minds, Marxist dogmatism or fierce 
religiou^intolerance or utter inability to distinguish between the 
general interest and narrow personal advantage deny the Western 
spirit as strenuously as the other attributes exhibit it. One has 
only to think of the shades of opinion represented, say, in a single 
parliament in Western Europe to realize the incredible and often 
contradictory variety of ideas and reactions and beliefs and 
dogmas that go to the making of a forum of Western thought. 

Yet through all the variety and apparent contradictions, there 
run the recognizable threads of a Western pattern of thought, the 
unmistakable quality of a Western spirit. It is not enough to say 
that “freedom” is its distinguishing mark. The term is too general 
to define a particular state of mind, even though it is true that the 
pursuit and realization of freedom has been the noblest political 
activity of Western men. But freedom as it has existed in the 
Western world is not a simple concept. For instance, in individual 
behaviour, freedom has not been equated with licence. The ideally 
free man is the man who without external compulsion chooses the 
good -and the true and rejects the unworthy. The libertine, the 
wastrel, the debauchee are not, in the Western sense, “free” men. 
Freedom has also been indissolubly bound up with the question 
of moral, responsibility. The Western mind has not in the past 
accepted the concept of men totally conditioned and preordained 
to act in certain ways — by environment, by class or, as in an 
earlier age,.by the ehVy and vengeance of the gods. The free man 
can choose. This, too, is of the essence of freedom. Again, liberty 
in , society in the Western world has not been a matter of anarchy 
but of the definition and defence of rights, of the citizen against 
the State, of the community against the individual. Freedom has 
been a question of “liberties” in particular, rather than of liberty 
as an abstract concept. We must therefore go behind the idea of 
freedom and ask from what foundations it has grown in Western 
society and what ideas have shielded its growth. 

The first foundation of Western freedom is one that has been 
the support of every, great civilization until our day — of Chinese 
and Indian, of Egyptian and Roman — the belief that underlying 
the ebb and flow of historical events and human happenings there 
exists a moral order of right and wrong, and good and evil, which 
transcends every particular interest and which, far from being 
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that unless the pursuit of justice and the practice of brotherhood 
are the first purposes of the inca of the new union, they will fail 
to build ihcir city, just as, for all their matenal prosperity, their 
grandfathers failed before them 
One thing at least the Commu nis ts, m ay accomplish for a 
Western Union, and peihaps~the men of the West will one day be 
grateful to them just as, m their daily lives, they are someUmes 
grateful for the p^^ins^nd sorrows that have gyen jh em s trength. 
So long as CommumsmTwitirits apocalyptic appeal, its vision of 
a classless society, its cry of brotherhood, its claim to offer a 
society bas^, not on exploitation, but justice, stands on the \eiy 
frontiers of the West, there can be no respite from lU dialicnge 
The West is offered the choice of fulfilling the promise inherent 
yet still unrealized wiihm it of creating a free, good, and just 
soaety Or it wH fad all the more speedily because of the chasm 
between its pretensions and its practice These ore the stolces 
Who will say they are not worthy of the supremo effort of free 
men’' 
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